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FRIDAY, JULY 13, 1951 


Untrep Srates Senate, 
Commirree ON INTERSTATE AND Foreign ComMERCce, 
SUBCOMMITTEE ON MERCHANT Marine AND Maritime Matters, 
Washington, D.C. 
The subcommittee met, pursuant to call, at 10 a. m., in room P-36, 
United States Capitol, Washington, D. C., Senator Warren G. Mag- 
nuson (chairman) presiding. 
Present : Senator Magnuson. 
Senator Maanuson. The committee will come to order. 
We have several witnesses today. Admiral Cochrane, you are our 
first witness on S. 1221, which is a bill introduced by the distinguished 
chairman of the Interstate and Foreign Commerce Committee, Sena- 
tor Johnson from Colorado, by request, and involves the matter of pri- 
orities and transportation by merchant vessels in the interests of 
national defense. It is otherwise known as the Ship Warrants Act 
of 1951, 
(The bill follows :) 








































[S. 1221, 82d Cong., 1st sess.] 


A BILL To provide for priorities in transportation by merchant vessels in the interests 
of national defense. and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Ship 
Warrants Act of 1951." This Act shall terminate at such time as the Congress 
by concurrent resolution may provide. 

Sec. 2. In order to meet promptly and effectively the requirements of military 
and other programs, to provide for and promote the security of the United States 
and that of allied or associated nations, and to prevent undue strains and dis- 
locations upon wages, prices, and production and distribution of materials, the 
President may, Whenever he deems it in the interest of national security, or 
the maintenance of essential supplies and services, or the prevention of inflation 
of shipping charges, prescribe regulations, as hereafter provided, for the issuance 
and revocation of warrants and governing the use of shore facilities referred 
to herein with respect to any vessel using or seeking to use such facilities. 

Sec. 3. (a) The regulations authorized to be prescribed by this Act shall be 
such as the President determines to be necessary or appropriate in furthering 
the objectives of this Act and may provide for such undertakings on the part 
of the owner or charterer of such vessels as the President may require as a con- 
dition to the issuance or retention of warrants under this Act, including under- 
takings with respect to the trades or routes in which such vessels shall be em- 
ployed, the voyages such vessels shall undertake, the passengers or cargo to 
be carried, the fair and reasonable maximum rate of charter hire or equivalent, 
the fair and reasonable maximum transportation charges for cargo or passen- 
gers, and such incidental and supplementary matters, including such terms and 
conditions with respect to the use of the vessel and the transportation of cargo 
or passengers’ as may be necessary or expedient to effectuate the purposes of 
this Act: Provided, That there shall be no unjust discrimination between ports 
of the United States. 

(b) The warrants to be issued pursuant to this Act and the applications there- 
for shall be in such form as the President shall prescribe. 
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(c) In considering applications for warrants the President may consider, 
among other relevant factors, the origin and previous operating history of the 
vessel, the price, terms, and circumstances under which the vessel may have been 
sold or transferred, the operating practices of the applicant, and whether the 
issuance of a warrant would aid in carrying out the purposes and objectives of 
the Act. 

Sec. 4. (a) The regulations authorized to be prescribed under this Act may 
provide that, from and after the date fixed in such regulations, no vessel not 
holding a warrant as provided in this Act and the regulations shall be entitled 
to or be afforded the use of all or any of the shore facilities referred to herein. 
Such regulations may be made applicable to the use of any facility for loading, 
discharging, lightering, or storage of cargo, any facility for the furnishing of 
oil, coal, or other fuel, supplies, stores, or food, or any facility for the over- 
hauling, drydocking, reconditioning or repair of vessels. The President may 
except from such regulations vessels or classes or types of vessels, the control 
of which he determines not to be required for the purposes of this Act. 

(b) Vessels shall have such priority amung themselves with respect to the 
use of said facilities as the President shall determine to be necesary or advisable 
in the interest of national defense or other programs in support of the security 
of the United States and that of allied or associated nations. 

Sec. 5. Persons in the United States and its Territories and possessions, or 
other places subject to‘the jurisdiction of the United States, who shall be in the 
business, or otherwise capable, of furnishing any of the above-mentioned services 
shall, under regulations prescribed under this Act, grant such priorities or 
withhold the use of said facilities, anything in any contract, whether heretofore 
or herafter made, to the contrary notwithstanding. : 

Sec. 6. It shall be the policy of the United States that the authority granted 
herein shall be coordinated with the use of similar authority by allied or 
associated nations. 

Sec. 7. The term “person” as used in this Act shall include a corporation, 
partnership, association, joint stock company, joint venturer or any entity 
capable of entering into a contract. 

Sec. 8. Nothing in this Act shall be interpreted or employed to require the 
owner or charterer of a vessel to relinquish or transfer the manning, victualing, 
supplying, storing, fueling, maintaining, or repairing of his vessel to any other 
person or persons, 

Sec. 9. (a) Nothing in this Act shall be deemed to alter, amend, or repeal any 
of the coastwise laws of the United States, nor to impair or affect in any manner 
the authority of the President under the Act of September 8, 1950 (Public Law 
774, Eighty-first Congress). 

(b) If any provision of this Act or the application of such provision to any 
person or circumstances shall be held invalid, the remainder of the Act, and the 
application of such provision to persons or circumstances other than those as to 
which it is held invalid, shall not be affected thereby. 

Src. 10. The President may delegate any power or authority conferred upon 
him by this Act to any officer or agency of the Government, and he may authorize 
such redelegations by that officer or agency as the President may deem appro- 
priate. 

Sec. 11. The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the 
requirements of section 3 thereof. 

Sec. 12. (a) Whoever willfully violates any rule, regulation, or order issued 
under the authority conferred herein, or refuses or fails to grant or accede to 
priorities provided for herein, or grants the use of facilities or furnishes supplies 
or services to a vessel not entitled thereto, or violates this Act in any other 
manner, shall be punished by a fine of not more than $10,000, or by imprisonment 
for not more than two years, or both: Provided, That the district courts of the 
United States, the District Court of the Canal Zone, and the United States courts 
of any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdiction over offenses committed against the provisions of this 
Act within the respective territorial jurisdiction of said courts. 

(b) No person shall be held liable for damages or penalties for any act or 
failure to act resulting directly or indirectly from his compliance with a rule, 
regulation, or order issued pursuant to this Act, notwithstanding that any such 
rule, regulation, or order shall thereafter be declared by judicial or other com- 
petent authority to be invalid. 


Senator Maenuson. Admiral, we will be glad to hear from you. 
I understand you have a prepared statement. 
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STATEMENT OF E. L. COCHRANE, VICE ADMIRAL, UNITED STATES 
NAVY (RETIRED), MARITIME ADMINISTRATOR, DEPARTMENT 
OF COMMERCE 


Admiral Cocuraneg. Yes, sir. It is very sizable. 

Senator Magnuson. I think it would be well for you to read your 
statement, as the first witness. 

Admiral Cocurane. Mr. Chairman, I appear in support of the bill 
S. 1221, a bill granting to the President authority to establish a 
ship-warrant system for the control of merchant shipping should 
this become necessary. ‘This authority would be exercised only in 
the event of a major emergency, in the interest of national defense, 
and of our international agreements for the maintenance of essential 
supply and services, and the prevention, under such circumstances, of 
inflation of shipping charges accruing to the advantage of neutral 
or noncooperating shipping. 

This bill follows a draft submitted to the Congress by the Acting 
Secretary of Commerce on March 19, 1951, with Budget Bureau ap- 
proval after review by the departments and agencies concerned. 

Senator Maenuson. Admiral, right there, I suspect that Senator 
Johnson, in introducing the bill by request, did so at the request of 
the departments ? 

Admiral Cocnranr. That is my understanding, sir. 

The proposed ship-warrant system is patterned after the system 
used so effectively during World War Il. It contemplates the con- 
trol of merchant vessels through licensing the use of shore facilities. 
Due to the international character of ocean shipping, more direct 
means of control are not practicable. 

Under the ship-warrant system, vessels desiring to use shore facil- 
ities under the jurisdiction of the United States would be required 
to secure a document known as a warrant. I have a copy of one of 
the warrants that was used. 

Senator Magnuson. That should go into the record. 

Admiral Cocurane. That was used during the last war. 

(The document referred to is as follows:) 


UNITED STATES OF AMERICA 
WAR SHIPPING ADMINISTRATION 


MERCHANT SHIP WARRANT 


The | So vessel 
Pont MEP RA RESTS __net tonnage, documented at the port of.__._._-.-_.-_-__________- 
under the laws of___.-_~- iahta alban SOC SE ee ei ee a , is entitled 
to priority with respect to the use of facilities for loading, discharging, lighter- 
age, or storage of cargoes, the procurement of bunker fuel or coal, and the tow- 
ing, overhauling, drydocking, or repair of merchant vessels in the United States, 
its Territories and possessions, including the Philippine Islands and the Panama 
‘anal Zone, as provided by an act, approved July 14, 1941, and the regulations 
made thereunder. 
This warrant is revocable at any time without notice. 
Unless revoked it is valid until 
st War SHIPPING ADMINISTRATION. 
BF ens baleen atm ict ce een etre hes ees divin mtn acineetianebenerwbenes 


(Secretary ) 
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Admiral Cocuranr. Without such a warrant, the use of such facili- 
ties would be denied them. In order to receive a warrant, the vessel 
operator would be required to enter into certain undertakings, includ- 
ing that of making his vessel available for uses relating to programs 
connected with the national defense and our international commit- 
ments and that of aiding by miximum charter and transportation 
rates. Breach of such undertaking would result in the forfeiture of 
the warrant. 

Experience both in World War I and World War IT has very dra- 
matically iHustrated the fact that in periods of war the efficient use 
of all available merchant-shipping tonnage to meet the Government’s 
needs is of the highest importance. In the past, as you know, the 
pooling of all available merchant-type tonnage and the strictest regu- 
lation and control of the use of such tonnage have been insufficient 
to meet emergency requirements without very extensive programs for 
the construction of new tonnage. 

Now, even with our reserve fleets of merchant ships, in an emergency 
there would not be enough ships of the necessary types to meet all 
requirements. If materials and supplies are not transported, because 
of lack of shipping or inefficient use of shipping, the effectiveness of 
the Armed Forces suffers if, in fact, it is not destroyed. The enact- 
ment of a ship-warrant law is part of the over-all preparedness pro- 
gram to assure the highest level of utilization soneiiala of all available 
merchant tonnage possible in any eventuality which might require 
full mobilization of our shipping. 

The National Security Resources Board completed last year a sea- 
transport mobilization survey in which the early enactment of ship- 
warrant legislation was strongly recommended. Representatives of 
the shipping industry, who had assisted in the administration of 
World War I1 ship controls and operation, participated in this mobi- 
lization survey. The bills now before the Senate and the House were, 
to a considerable extent, initiated on that recommendation. 

Opposition to the bill under consideration has, to our surprise, de- 
veloped in certain quarters of the American ship-operating industry 
due, I am sure, to a misunderstanding of the real need and objectives 
for such legislation as a final link to complete the Allied control of 
world shipping in the event of a major emergency and full mobi- 
lization. 

It should be noted that a ship-warrant control system is directed 
principally toward merchant shipping that is not under the American 
flag nor under the effective control of the United States or its allies. 
Ship warrants would automatically be granted to all ships which, 
during the period of war or emergency, were controlled by the United 
States Government by requisition or charter. 

It is not possible now, of course, to anticipate all developments dur- 
ing the current emergency which might necessitate the application to 
United States shipping of warrant controls short of a condition which 
would involve requisitioning or chartering. However, with the excep- 
tion of the need of the President to meet the demands of such unfore- 
seen developments of extreme emergency, we look upon the proposed 
bill as stand-by legislation to complete the framework of national and 
interhational preparedness in time of war or major emergency. 

In the above connection, it may also be noted that the Presidential 
declaration on 16 December 1950 of a national emergency brought 
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into full effect section 902 of the Merchant Marine Act of 1936, which 
properly gives the Government [Maritime Administration] full au- 
thority to requisition or purchase any vessel or other water craft owned. 
by citizens of the United States or under construction within the 
United States or for any period during such emergency to requisition 
or charter the use of any such property. 

Senator Magnuson. Admiral, right there, where you use the words 
“owned by citizens of the United States,” under section 902, would 
that include those owned by citizens of the United States under foreign 
registry ¢ 

Admiral Cocnrane. That is the literal wording of the law, Mr. 
Chairman. ' 

Senator Magnuson. I know that is the wording of section 902. 

Admiral Cocurane. Actually, of course, in ships we have approved 
for transfer to foreign flags in recent years, we have made a specific 
condition of the approval that these ships should be made available 
to the United States on demand. 

Senator Magnuson. By the American owners? 

Admiral Cocurane. By the owners; yes. 

Senator Maenuson. Of course, any enactment of a Ships Warrants 
Act would further strengthen that position. 

Admiral Cocurane. Yes, sir; that is very true. 

It correspondingly assures to the owner of such vessels just com- 
pensation for such use or taking of his property. As you are aware, 
it has not been necessary to exercise the requisition authority of sec- 
tion 902 (except in one isolated case under particular circumstances), 
so far during the present emergency. 

All of the North Atlantic Treaty nations—Belgium, Canada, Den- 
mark, France, Iceland, Italy, Luxemburg, Netherlands, Norway, Por- 
tugal, United Kingdom, and the United States—have agreed, in time 
of war or emergency, to take all the ocean-going merchant ships of 
their own flags under control and place them in a central pool for allo- 
cation by an international shipping authority so as to achieve the 
greatest economy in their employment and render them effectively 
and readily available to meet the needs both military and civilian of 
the cooperating nations according to approved priorities. 

Senator Maanuson. That is under the treaty itself ? 

Admiral Cocurane. Yes, sir. 

Senator Macnuson. The completion of the North Atlantic Treaty? 

Admiral Cocurane. There are representatives of State here who 
ean clear that up. 

The North Atlantic Treaty shipping agreement contemplates that 
shipping tonnage outside of the pool will be controlled by means of 
a ship-warrant system which would not differ greatly from that used 
in World War II. 

Senator Magnuson. Maybe you cover this later on; but, if you 
don’t, I think right there we ought to suggest for the record whether 
or not the type of ship warrants that the other nations would invoke, 
the system that they might invoke under their obligation under the 
treaty, would be similar to the proposal that we have here? 

Admiral Cocirane. The agreement as it has been worked out is 
that the detail should be developed as between the United Kingdom, 
the British Government, and ourselves, as we have the bulk of it. 
That is in hand and the system is substantially identical. 

87606—51-—-2 
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Senator Maenuson. In other words, should we pass a Ship War- 
rants Act, you have every reason to believe that the other treaty 
nations would follow suit in invoking the same type of mechanics? 

Admiral Cocwranr. Yes, sir. And their warrants would be ac- 
ceptable to us, and, conversely, ours to them. Provision has been 
made in the plan for the establishment of such a system in that each 
government has undertaken to exercise control over the facilities for 
shipping available in its territories so as to insure that ships under all 
flags are used in conformity with the general purpose and objectives 
of an international shipping authority. 

Senator Magnuson. Right there, the nations involved, as far as I 
can ascertain, include every European maritime nation, or any nation 
of any maritime consequence. 

Admiral Cocuranr. Sweden is not in, and the Greeks are not in. 

Senator Macnuson. Greece and Sweden. 

Admiral Cocurane. That is correct. And of course South America 
is not in. 

Senator Macnuson. I am speaking of European countries. 

Admiral Cocuraner. That is correct; Spain isn’t in it. Spain has 
a limited fleet. 

Senator Macnuson. And Portugal? 

Admiral Cocurane. That is in. 

Senator MaGnuson. Continue, please. 

Admiral Cocuraner. It is the agreed purpose and intent of this 
NAT Organization to assure the maximum utilization of the allied 
shipping and also to assure that, irrespective of flag, undue financial 
advantage does not accrue to any interests, seivete, total, or national, 
due to the inevitably high demand for tonnage and the inordinate 
freight or charter rates which would inescapably result were uncon- 
trolled bidding for shipping space permitted in an open market. 

The North Atlantic Treaty nations will control over 75 percent 
of the shipping of the world—that shipping which is already reg- 
istered under the flags of these NATO nations. There are also some 
individual contract arrangements such as those we in this country 
have made with owners of ships which we have permitted to be trans- 
ferred to foreign registry and flag—Panamanian, for example—which 
contracts require these owners to make such ships available to us on 
demand in an emergency. 

Senator Magnuson. That is the case to which you referred ? 

Admiral Cocuranr. Yes, sir. 

Further, the North Atlantic Treaty Organization shipping plans 
make provision for non-NATO countries which participate in the 
common effort to be invited to contribute their oceangoing merchant 
shipping to the central pool and become members of the interna- 
tional shipping authority. 

a Maenuson. In other words, this is open for others to come 
in 

Admiral Cocnrane. Yes, sir; if they accept the conditions. There 
will remain, however, some 20 million tons dead weight of merchant 
shipping under the control of non-NATO nations which, if they do 
not become allies and participate in the common effort, will be free 
to operate in a manner possibly contrary to the best interests of the 
allied nations and to reap exorbitant profits as a result of the shipping 
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shortage which would inevitably follow a major emergency unless 
means are available to exercise control of both their operation and 
profits. 

The ship warrant plan is such a means. It has been proved to be 
an effective one, too, if it is organized and administered on a multi- 
lateral basis with our allies. 

Briefly, the ship warrant system can be likened to an allied nations 
ration-card system; in which a ration card or ship warrant is issued 
to every ship whose owner—either perforce since his ship has been 
requisitioned or, by election, finds that trading in allied ports is ad- 
vantageous. Those ships holding ration car¢ ds—warrants—are en- 
titled to services, and to deliver and embark cargoes. In return they 
agree to operate under terms and conditions advantageous to the 
allies and at remuneration to be determined on a fair and reasonable 
basis. 

From the aforegoing it will be seen that the ship warrants scheme 
is actually a negative pattern. Warrants are given to those to whom 
services are to be made available, in return for a stipulated level of 
cooperation. Warrants once issued can, of course, be rescinded for 
cause. 

It should be noted, however, that this is a major program which, to 
be effective, requires complete coverage. It is not a program which 

can be undertaken casually nor in small sectors either of geography 
or of the industry. It requires full cooperation and supervision of 
the shore facilities to assure that services are not given to vessels not 
carrying valid ship warrants either of United States or allied issue. 

The present draft of this bill appears to go moderately further 
than the Ship Warrants Act of 1941. Actually the wording of this 
bill describes as nearly as I can discover the actual working of the 
ship warrant system as developed so effectively in cooperation with 
the British Government during and just after World War II. 

Senator Magnuson. Right at that point, if you do not mind, we 
will place in the record within your remarks the Ship Warrants Act 
of 1941. 

(The document referred to is as follows :) 


[Pustic Law 173—77TH ConarEss] 
[CHuaprer 297—I1srT Session ] 
{H. R. 4700] 


AN ACT To provide for priorities in transportation by merchant vessels in the interests 
of national defense, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That during the emergency declared by the 
President on May 27, 1941, to exist but not after June 30, 1943, the President 
may, notwithstanding any other provisions of law, whenever he deems it in 
the interest of national defense, including the maintenance of essential supplies 
and services, authorize the United States Maritime Commission to issue warrants 
as hereinafter.provided with respect to any vessel documented under the laws 
of the United States or any vessel not so documented but owned by a citizen 
of the United States. Such warrants may also be issued to foreign-flag vessels 
not owned by citizens of the United States upon application therefor by the 
owner of said vessel or the charterer thereof on behalf of such owner. Such 
application shall be in such form as the United States Maritime Commission 
may prescribe. All warrants shall be issued and may be revoked pursuant to 
regulations issued by the United States Maritime Commission with the approval 
of the President. 
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Sec. 2. The warrants to be issued pursuant to this Act shall be in such form 
as the Maritime Commission shall prescribe, and shall set forth the conditions 
to be complied with by the affected vessel as a condition to receiving the priorities 
and other advantages provided in this Act, by reference to an undertaking of 
the owner or charterer with respect to the trades in which such vessel shall 
be employed, the voyages which it shall undertake, the class or classes of cargo 
or passengers to be carried, the fair and reasonable maximum rate of charter- 
hire or equivalent, and such incidental and supplementary matters as appear 
to the United States Maritime Commission to be necessary or expedient for 
the purposes of the warrant. Nothing in this Act shall authorize the United 
States Maritime Commission to require the owner or charterer to relinquish the 
manning, storing, victualing, supplying, fueling, maintaining, or repairing of 
his vessel to any other person or persons. Nothing in this Act shall be deemed 
to alter, amend, or repeal any of the coastwise laws of the United States. 

Sec. 3. Vessels holding warrants issued pursuant to this Act shall be entitled 
to priority over merchant vessels not holding such warrants, with respect to 
the use of facilities for loading, discharging, lighterage or storage of cargoes, 
the procurement of bunker fuel or coal, and the towing, overhauling, drydocking 
or repair of such vessels. Vessels holding warrants shall have such priority 
as among themselves, as the United States Maritime Commission shall deter- 
mine to be necessary and advisable in the interests of national defense, or as 
may be specified in the warrants. Persons in the United States, including the 
Philippine Islands and the Canal Zone, furnishing any of the above-mentioned 
facilities shall be authorized, and under rules and regulations prescribed by 
the United States Maritime Commission with the approval of the President may 
be required, to grant such priorities, anything in any contract whether here- 
tofore or hereafter made to the contrary notwithstanding. 

Sec. 4. In the administration of this Act it shall be the policy of the Com- 
mission to make fair and reasonable provision for priorities with respect to 
(1) the importation of substantial quantities of strategic and critical materials, 
(2) the transportation of substantial quantities of materials when such trans- 
portation is requested by any defense agency, and (3) the transportation in the 
foreign or domestic commerce of the United States of substantial quantities of 
materials deemed by the Commission to be essential to the defense of the United 
States: Provided, That there shall be no unjust discrimination between ports 
of the United States. Nothing in this Act shall authorize the exaction of any 
sum from the holder of a warrant solely for the privilege of carrying cargo 
on any route. Vessels that on January 1, 1941, were engaged primarily in the 
coastwise transportation of coal for national defense and domestic consumption 
shall be granted warrants only so long as they continue in the same service 
as of said date, except that in case any such vessel ceased, before June 15, 1941, 
to engage in such transportation of coal and before such date became principally 
engaged in the transportation of defense materials, the Commission may grant 
such vessel a warrant for such service as it deems suitable pursuant to section 2. 

Sec. 5. The term “citizen of the United States” as used in this Act includes 
corporations, partnerships, and associations existing, authorized, or organized 
under the laws of the United States or any State, district, Territory, or posses- 
sion thereof. 

Sec. 6. Whoever willfully violates any rule, regulation, or order issued under 
the authority conferred herein shall be punished by a fine of not more than 
$5,000, or by imprisonment for not more than two years or both: Provided, That 
the District Court of the Canal Zone and the several courts of first instance of 
the Commonwealth of the Philippine Islands shall have jurisdiction over offenses 
committed against the provisions of this Act within the Canal Zone and the 
Philippine Islands, respectively. 


Approved, July 14, 1941. 


Admiral Cocnranr. In that connection, Mr. Chairman, we ought 
to note that the Ship Warrants Act of 1941 was approved on July 14, 
1941, before the United States had entered World War IT. 

Question has been raised as to the rate of compensation envisaged 
for ships and for shipping services furnished during the period of the 
operation of the Ship Warrant System. Obviously, insofar as Ameri- 
can property is concerned, it is an inalienable right under the Constitu- 
tion that the owner is entitled to just compensation. If it will allay 
concern, I see no objection to including a clause to that effect. 
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Senator Maenuson. You place that in the section 

Admiral Cocnranr. At the end of section 3 (a) would be a con- 
venient place. 

Senator Macnuson. That is the section that provides for the rates. 

Admiral Cocurane. However, it is anticipated that the operation 
of the ship warrants system would coincide with a situation requiring 
requisition of the United States flag tonnage under section 902 of 
the Merchant Marine Act of 1936, which, of course, assures the same 
level of compensation. 

Smilarly, if there is question as to the circumstances under which 
the President might exercise the authority to be granted by the bill, 
it could be spelled out in the language used in section 902 of the 
Merchant Marine Act of 1936. 

The authority under delegation from the President would naturally 
be administered by the Secretary of Commerce with further powers 
of delegation to the Maritime Administrator to whom, under Re- 
organization Plan No. 21, has been assigned the primary duties in the 
administration of the maritime affairs of the nation. 

We now have in operation a National Shipping Authority as a 
branch of the Maritime Administration under delegation of authority 
of Executive Order 10219 of February 28, 1951. This National Ship- 
ping Authority was created to meet the growing demand for shipping 
to handle both military and relief cargoes out-bound and imports of 
critical materials, particularly metallic ores. 

Senator Magnuson. In other words, should a Ship Warrants Act 
be passed, the organization which would function as administrator of 
the ship warrants provisions could be under the National Shipping 
Authority. 

Admiral Cocnrane. That is right. We have the organization set 
up to place it there. These shipping programs were started using 
Government-owned ships on Sasichenn charters granted under Public 
Law 591, the Eighty-first Congress, to qualify American steamship 
owning and operating companies who in turn time-chartered the ships 
to the various exporters or importers, including the Military Sea 
Transportation Service under the Department of the Navy. 

Since March 13, 1951, however, we have been converting these opera- 
tions over to general agency. In this form of operation, qualified 
private shipping companies are designated as our general agents for 
the operation for our account and risk of the specific vessels as- 
signed to each company. We assume the risks and meet the expenses 
of the operation and pay the agent a modest fee for his services. We 
also set the freight rates which the agent collects and remits to us, 
where it is deposited in a vessel operations revolving fund authorized 
by the Third Supplemental Appropriations Act, approved June 2, 
1951. 

NSA ships lifted over 1,000,000 tons of cargo in the first 3 months 
of its existence. These operations have served to stop a rise in bulk 
dry-cargo freight rates which had continued since before Korea. 

ncluding ships sold, those chartered for the support of UN forces 
in Korea and to meet the rising demands on the liner services and 
those put into GAA service for relief cargoes, nearly 500 ships out of 
2,277 on hand in the reserve fleets as of June 30, 1950, have been put 
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back into operation. That is a rather significant thing. It is pretty 
close to 25 percent of all the reserve fleet ships we had. 

As of July 6, 1951, there are only 1,767 ships remaining in the re- 
serve fleets and of these, 186 are special naval types and 33 are older 
vessels not suitable for general service. This leaves only 1,548 gen- 
eral cargo and other vessels in reserve against a major emergency, 
aside from 30 new ships of the mariner class now under contract. This 
rapid rate of withdrawal of ships from the reserve fleet for a limited 
war should indicate the need not only for plans but for necessary legal 
authority to assure maximum and most efficient utilization of all avail- 
able world tonnage should a major emergency arise. 

We urge favorable consideration of S. 199 and its early enactment 
by the Congress into law. 

Senator Magnuson. On those ships that you have under general 
agency, they are merely temporarily removed from the reserve fleet ? 

Admiral Cocuranr. Yes, sir. They are fully owned. 

Senator Magnuson. You can augment the reserve fleet. If the de- 
mand should lessen, you can bring them back in? 

Admiral Cocnrane. Yes, sir. We have complete flexibility in that 
operation. We have committed ourselves so to operate. 

Senator Magnuson. Why did not the Department submit the 1941 
act? What was the reason for asking for a change ! 

Admiral Cocurane. The 1941 act, as I mentioned a moment ago, 
was prepared originally before we got into war, under conditions 
which are not quite as realistic as the developments of that act during 
the war period. Actually, it became necessary in the developments 
of the war to strengthen considerably the operation of the act, as 
was done, and as shortages came in it became possible to apply this 
priority system. 

Actually, the appliance of priority got to the point where if it was 
not applied, it was actually a denial of the services. And that was 
not, I think, entirely accidental in some cases. 

Senator Magnuson. You feel that those experiences justified mak- 
ing the suggested ship warrants bill go further than the 1941 act 

Admiral Cocurane. Yes, sir. What actually was done and what 
we are sure would have to be done, under certain circumstances, is 
described here at another time. It is intended primarily as an economic 
pressure to bring into operation those ships of other nations which 
might otherwise be free and independent. 

Senator Magnuson. What about the rate structure? How are you 
going to handle that? 

Admiral Cocnrane. The rate structure, of course, is worked out 
as we are now working it out in connection with general agency ships 
to cover, actually cover the cost of operation with a proper share of 
remuneration, a fair and reasonable one. The levels of that, of course, 
are dictated by circumstances. 

Senator Magnuson. In your opinion would the passage of the Ship 
Warrants Act have an effect. on lowering present rates ? 

Admiral Cocnrane. So far as I can see it would have no effect on 
present rates unless it were invoked. The situation which is now de- 
veloping in international freight rates is, of course, responsive to the 
availability of ships. It is the old problem of supply and demand. It 
is clear, and we have some charts here to show to the committee, that 
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the introduction of an increasing number of ships available to handle 
these cargoes, with the access to operation of the National Shipping 
Authority in March, what has been a-very strong and rising trend— 
I can’t escape using the word inflationary trend in ocean shipping— 
was hcied at that point and has now begun to come down. 

Senator Macnuson. Time-charter rates for cargo vessels increased 
from an average of $3 per ton in the third quarter “of 1940 to over $10 
per ton in the second quarter of 1941, and in the third quarter of 
1941, after the enactment of the 1941 Ship Warrants Act, it dropped 
to below $7 per ton and continued to descend to $4 in the first quarter 
of 1942. 

Admiral Cocurane. All of that, of course, was with the effect of the 
ship warrants, which was Nationwide. ‘Today we have gotten, 
through the operation of our reserve fleet and the introduction into the 
world markets of initial vessels up to this 500 we talked about, we have 
been able—and with the fact that the rates for those ships are con- 
trolled, we control them, we set them ourselves—we have been able 
to check what was a very strong rising trend up until March of this 
year. 

Senator Magnuson. What is your interpretation of the act regard- 
ing inland waterways and the Great Lakes ? 

Admiral Cocuranr. It is not intended to have any impact at all 
on inland waterways. 

Senator Magnuson. It could be applied. 

Admiral Cocurane. It shouldn’t be applied to inland waterways. 
Insofar as I can see there are other means of dealing with that. Their 
rates are determined by controlling agencies, regulating agencies of 
the Government, just as in the case of intercoastal. 

Senator Macnuson, Do you think this is broad enough to include 
the authority if you wanted to use it? 

Admiral Cocnrane. No. The over-all objective of the thing is not 
intended to cover it. 

Senator Magnuson. I appreciate it is not intended. But my point 
that I am trying to bring out in testimony is that if you should want 
to apply it to the authority as it exists under the act, I see no restric- 
tions. 

Admiral Cocnrane. This has not been discussed so far as I am con- 
cerned, with the governing agencies 

Senator Magnuson. I am not saying that you should not have 
the authority. 

Admiral Cocuranr. That has not been developed with them, Mr. 
Chairman. We have discussed it in general meetings in the trans- 
portation and storage committee but only in its aspects as an inter- 
national problem. 

Senator Magnuson. I appreciate it was not intended to, but I am 
wondering whether the act is broad enough. 

Admiral Cocrrane. There are other means of dealing with ships 
under our own flag which can be pin-pointed positive sly instead of 
otherwise. 

Senator Magnuson. Under the 1941 act it was never invoked ? 

Admiral Cocurane. No, sir, as far as I know. 

Senator Magnuson. I have no further questions, Admiral, unless 
you want to submit something more for the record. 
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Admiral Cocurane. I have some of my staff here. You might 

want to look at these charts and get the impact of this. 

Senator Maentson. Yes, I think that would be interesting. 

Admiral Cocuransr. These, Mr. Chairman, are charts of charter- 
rates as best we can determine them of foreign-flag ships. They do 
not include our own. The ships that have been Seana are indi- 
cated here. This was North Atlantic to the low countries. (See chart 
No. 1.) You can see they rise rapidly from $414 up to about $12, and 
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this was in March when we came into service. Since then it has come 
down gradually. 

Senator Magnuson. It is now down to $10.50. 

Admiral Cocuranr. Yes, sir, and it will come down. 

Senator Macnuson. That is on coal. 

Admiral Cocuranr. This one is on coal to the Mediterranean, 
which shows a relatively small number here, but a rising trend, and 
again a break in March. (See chart No. 2.) 


~ 

8 

_ 

a 

w 

~ 

<= 

& 

<q 

“ 

z 
2e vt N ° @ © v N ° @ wo 3 Nn = y 
nN nw N nN - ~ ~ - ; 
s 8 
a) se 
3 £ 

a 


S OCPART MENT OF 


ARTE ADRES 


G SEPT 


JU Jul UG OCT NOV DEC 
19 5)_$. —<— 





ITALY 

















| 

| 

| 
1950 





U.S. NORTH ATLANTIC TO WEST COAST 





” 
ud ' 
e |2 
uv a \ Lael 
a | > 
z a a Pig 
yn” ua ‘ | = 
ni tit ‘il 
° a i 4 
& 1 —— +4 = 
Oo | es 
c e a 
7 a. ‘| | | 
: = 1 - i 
ao - v . 
< — 
— a¢ 
a - : 
x v N © o wo vt nu =— 


No of 


87606—51——-3 











14 SHIP WARRANTS ACT OF 1951 


Senator Magnuson. It is going back up again now. 

Admiral Cocurang. Yes, sir, but these are relatively small. 

Senator Magnuson. In other words, you are holding your own? 

Admiral Cocurane. Yes, sir. This chart shows a relatively small 
number on single ships, which shows fluctuation, but it is breaking 
as well. This chart shows grain to the United Kingdom from the 
United States Gulf. (See chart No. 3.) It is breaking. The most 
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interesting is this chart, which is the Indian grain situation, which you 
see just skyrocketing. (See chart No. 4.) This will come back as we 
get control over it. This is responsive to—— 

Senator Macnuson. How much of the grain are we carrying? 

Admiral Cocnrang. We are carrying most of the grain to India. 
The private flag is not interested in it. 

Senator Magnuson. Under my provision ? 

Admiral Cocurane. Yes, sir. 
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Senator Magnuson. I have no further questions. 

Admiral Cocuranr. Do you want that suggested wording / 

Senator Macnuson. Yes, I would like to have the suggested amend- 
ment on just compensation. 

Admiral Cocnrang. The wording proposed is to add at the end of 
section 3 (a)— 

In determining the “fair and reasonable maximum rate of charter hire or 
equivalent” and the “fair and reasonable maximum transportation charges”, 
the President shall give due consideration to the principles of valuation under 
section 902 of the Merchant Marine Act, 1936, as amended. 

Senator Magnuson. Incorporate that formula? 

Admiral Cocurane. Yes, sir. It ties 902 into the act. 

Senator Magnuson. How would NSA actually arrive at the rates? 
What are the mechanics of it? Suppose a ship owner comes in and 
makes application for a rate structure. Would they all come in 
equally or come in individually from different points?’ How would 
you operate that? 

Admiral Cocnrane. For equivalent service we would attempt to 
establish equivalent rates. Those are established on the basis of cost 
for service, and 

Senator Magnuson. In other words, you would have sufficient facts 
and figures down there to just about figure out very quickly certain 
definite rate structures for trade routes / 

Admiral Cocnranr. That is correct. Incidentally, it is quite in- 
teresting in that connection that the work which was done in the 
old Maritime Commission just at the end of the war for tanker serv- 
ices, in setting a basic rate structure, has been accepted since then and 
is still used as a basis for quoting tanker service charges. 

You will see quotes in the paper constantly, Maritime Commission, 
plus some fraction or minus some fraction. That is the standard 
basis for quoting tanker services today. So the fact that it has sur- 
vived for 5 years since it was put together is, I think, pretty sub- 
stantial evidence of the validity of the analysis on which it was made. 

Senator Magnuson. What about Japan? 

Admiral Cocurane. Japan, of course, would inescapably come in 
as one of the invited. 

Senator Maenuson. I was thinking in terms of SCAP, which could 
put them in and probably would. 

Admiral Cocurane. Undoubtedly it would. 

Senator Magnuson. Then, if and when the treaty is signed, we 
have to separately ask—— 

Admiral Cocurane. Ask them to come in. And they inescapably 
would come in. Of course, if there was any hesitation on their part 
this would be a very persuasive inducement for them to join. 

Senator Magnuson. How many ships does Greece have ? 

Admiral Cocurane. As of December 31, 1950, the total Greek fleet 
is 218 ships, with a dead-weight capacity of 1,886,000, against a total 
of ships of the world of 13,282, and 107,000,000 tons dead weight. 

Senator Magnuson. My point is, of the non-North Atlantic Treaty 
nations that would be invdined in this agreement, you will probably 
tind that Sweden and Greece would probably comprise the great bulk 
of the 25 percent of world tonnage that is not in now, formally. 

Admiral Cocnrane. That is correct, sir. 
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Senator Magnuson. And some South American, Argentine, per- 
haps ¢ 

Admiral Cocuraner. Yes, sir. 

Senator Maanuson. If Sweden and Greece came into the agree- 
ment——— 

Admiral Cocuranr. Sweden, Greece, and Panama would be the 
three. 

Senator Magnuson. Then we would about cover world tonnage. 

Admiral Cocuranr. The American-owned Panamanian ships will 
come in naturally without any action on anybody’s part through this 
agreement they have made. 

Senator Macnuson. What is your interpretation as to how it will 
affect crews? Will they be interchangeable ? 

Admiral Cocurane. Between nations? 

Senator Magnuson. Yes. 

Admiral Cocurane. No, sir, it is specifically provided that we would 
not require any owners to change their basis of management. 

Senator Magnuson. You don’t anticipate that ? 

Admiral Cocurane. No, sir. 

Senator Magnuson. There have been some fears expressed regard- 
ing that. 

Admiral Cocnrane. No. Of course, it is always possible that there 
will come a time when there are just insufficient seamen to man them 
so that we would have to be a little more generous in that, although 
it is provided in the law now for interchangeability of foreign seamen. 
There is no intention to make any major change. 

Senator Magnuson. We want the record to be clear that there is no 
intention to do this, to allow that, or to encourage it, only under extreme 
cases of emergency. 

Admiral Cocnranr. Actually, the act discourages a change in man- 
agement, 

Senator Magnuson, Thank you, Admiral. 

Admiral Cocnranr. Thank you, Senator. 


STATEMENT OF WALTER RADIUS, DIRECTOR, OFFICE OF TRANS- 
PORT AND COMMUNICATIONS, STATE DEPARTMENT 


Senator Magnuson. We will call on Mr. Walter Radius, Director, 
Transport and Communications, State Department. I understand 
you do not have a prepared statement. We would be glad to get 
your general views on this matter. 

Mr. Rapws. I have no prepared statement because the statement sub- 
mitted by Admiral Cochrane I think quite adequately sets forth the 
basic: objectives and the conditions which it is anticipated that this 
bill would serve. We also support that bill. 

There are two points in his testimony or his statement that I would 
like to particularly emphasize, and that is the stand-by nature of this 
legislation. In other words, it is not intended that this legislation 
be used as an immediate operating control, but rather it is stand- by 
in the event of a major emergency situation, and not in what would 
be considered present conditions. 

It is very difficult, however, to anticipate just how or when or under 
what conditions those emergencies would arise. 
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Senator Magnuson. Is it also true, not speaking on the merits of 
the legislation, that any stand-by legislation has got to be literally in 
that exact nature because you might have an emergency and find that 
the Congress would not be available for action ? 

Mr. Rapius. Right. 

Senator Magnuson. You are speaking for the State Department. 
The object of the State Department in supporting this is that it would 
only be intended for that purpose and not to be put into operation 
until then ? 

Mr. Raprvs. That is right. It would give the Department and the 
Maritime Administration the knowledge of what type of controls 
would come in, so it puts us in a position to be able to cooperate with 
the other countries in connection with this planning under the North 
Atlantic Treaty. 

Senator Magnuson. In other words, you could then say to the other 
countries “Here, we have this on the books, and this is the type of 
operation that we would impose,” and ask them to follow suit. Have 
they made such provisions in any other nation, or are we initiating 
this? 

Mr. Rapivs. The British have had authority at times on this. How- 
ever, they have a much more flexible system to put in emergency 
legislation. They are engaged in planning with respect to the nature 
of the controls. It is not anticipated that every country would adopt 
its own ship warrants system, because then it would be quite confusing. 
Rather, the two countries basically would adopt this system, which 
would be carried out and implemented by all the countries. 

Senator Magnuson. Other countries may have different ways of 
accomplishing the same thing without actually passing a ship warrant 
bill. 

Mr. Raprus. Yes. Their recognition of our warrants or the British 
warrants and the enforcement of those warrants would adequately 
cover the situation. 

Senator Magnuson. And our recognition of whatever method they 
used to accomplish the same purpose would take care of the matter ? 

Mr. Raprvus. Yes, sir. 

The second point that I wanted to stress was that a ship warrant 
system must be worked out on a multilateral basis. It cannot be 
applied unilaterally, because if the United States were to attempt to 
apply ship warrants against foreign ships on a unilateral basis, it 
would merely serve to drive the ships out of the trade and defeat its 
purpose. So that it must be worked out through the cooperative 
efforts with other countries under those emergency situations. I 
wanted to emphasize those two points because I think there has been 
some misunderstanding as to the objectives of the legislation and the 
conditions under which it would be imposed. 

Senator Maenuson. Surely you would not anticipate putting this, 
if it were passed, into operation or effect until you had everybody 
else in the agreement. 

Mr. Raprus. That is right. 

Senator Macnuson. It would be obviously unfair to those who were 
in, whether it be the United States, Great Britain, or both. You say 
those arrangements are being made? 

Mr. Rapius. Yes, sir. 
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Senator Magnuson. Under the North Atlantic Treaty these other 
nations are obligated to follow suit. 

Mr. Raprus. Yes. They are working under this Planning Board 
for Ocean Shipping which Admiral Cochrane referred to. They are 
planning the type of organization and the methods and the principles 
that would apply at such time as it became an operating problem. 
Those are the two points that I wanted to emphasize and to indicate 
full support of the bill and the objectives. 

Senator Magnuson. What does the State Department plan to do or 
what are they doing in relation to, say, Greece or Sweden ¢ 

Mr. Raprius. Of course Greece and Sweden are cooperating very 
closely in the military aid programs and in connection with the mutual 
defense programs. As I see it under a situation which would bring 
this international shipping authority into operation, I think it is 
rather hard to conceive of a situation in which they would not be in- 
volved. 

Senator Magnuson. And not come in ? 

Mr. Raprus. And not come in. 

Senator Magnuson. What about Greece ? 

Mr. Rapius. She would be in the same situation. 

Senator Magnuson. In other words, she would almost have to come 
in. , 

Mr. Raprvs. It is almost inconceivable that a major European war 
could come about without them coming in. If they did not come in 
then, this ship-warrant legislation would be a way of controlling their 
tonnage. 

Senator Magnuson. What is the Department doing about discrim- 
ination in different ports? 

Mr. Rapius. We are trying to do what we can in raising these points 
with these governments. 

Senator Magnuson. Would not this be a good vehicle to abolish 
that? 

Mr. Raprus. You mean as a retaliatory measure? 

Senator Maenuson. No. If they all come in any they are all there, 
it would be somewhat retaliatory. 

Mr. Raprvus. One of our basic problems in this question of discrim- 
ination is that the problem does not arise with these major maritime 
powers that are cooperating in this type of arrangement. 

Senator Magnuson. It usually arises on those that are not included. 

_ Mr. Raprvs. Those that are not included are those that are not mari- 
time powers in the sense of having large merchant marines, but have 
a desire to have a small fleet, and the only way they can effectively 
support such a fleet is through such discriminatory measures. 

Senator Magnuson. They say that is the way they can support it. 
I suppose that on the Greek situation, Admiral, we do hold a lot of 
mortgages on those Greek ships ? 

Admiral Cocurane. A good many of those ships were bought out- 
right. 

Senator Magnuson. You think you are making some progress on 
discrimination ? 

Mr. Raprus. I hope we are; I have not seen very much so far. 

Senator Magnuson. Thank you, Mr. Radius. 

Mr. Raprvus. Thank you, Mr. Chairman. 
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Senator Magnuson. Mr. Frazer Bailey. We would be glad to hear 
from you on this matter. Mr. Frazer Bailey represents the Federa- 
tion of American Shipping, Inc. 


STATEMENT OF FRAZER BAILEY, PRESIDENT, NATIONAL 
FEDERATION OF AMERICAN SHIPPING, INC. 


Mr. Bartry. I am appearing in opposition to S. 1221 as presently 
drafted. That part of the merchant marine which we represent find 
ourselves in disagreement with Admiral Cochrane. We do not think 
we are in disagreement with him as to the objectives of having the 
merchant marine serve the Nation and national defense to the fullest 
extent possible. We think that there are some differences between us 
as to the exact means by which this can be accomplished. 

We think our differences are purely procedural matters on the extent 
and scope of the control and regulations necessary. 

Members of the shipping industry represented by the Federation do 
not believe there exists any need or justification for the institution of 
a ship warrant system at the present time. We realize that such a 
warrant law was in effect during World War II; that it was approved 
by the Congress on July 14, 1941, as Public Law 173; and that it re- 
mained in effect until July 25, 1947, when it was repealed by. the 
Eightieth Congress. 

The original warrant law (Public Law 173) was approved by the 
Congress when Europe had been engaged for almost 2 years in World 
War II. The United States was approaching involvement. The 
hard-pressed Allied nations had lost large numbers of merchant ships 
and tankers, and desperately required ocean transportation. 

The shipyards and ship-repair facilities of Europe had been largely 
overrun by the Nazis. German submarine sinkings had reached un- 
precedented and dangerous proportions. Interruption by German 
submarines and naval forces was a threat to American commerce and 
American shipping. 

In 1941, when the original warrant law was passed, the United 
States, under the pressure of an aroused public opinion, was making 
an extreme effort to strengthen its national defenses in the face of 
these grave potentialities. 

No circumstances of corresponding gravity in the maritime field 
exist today. While it is true that the U mited Nations, relying largely 
upon the military support of the United States, are resisting aggres- 
sion in Korea; and while the democratic nations of the world are 
strengthening their defenses to resist Communist aggression, the 
aggregate world fleet today is over 75,718,000 gross tons compared 
with 46,161,000 gross tons in 1941. And more than 10 million dead- 
weight tons of ships are now under construction in the world or on 
order. 

The fleets of nations who may reasonably be expected to be allied 
with the United States in an emergency are more than 6 million gross 
tons greater than in 1941, and of substantially greater speed. The 
shipy ‘ards and ship-repair facilities of Europe are operating at ca- 
pacity, and we know of no enemy sufficiently powerful upon the seas 
to seriously threaten our ocean transportation. Yet, there has been 
proposed, and is before this committee, a ship-warrant bill far more 
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drastic than the one which worked satisfactorily, as far as we are 
aware, in World War II. 

We feel the record is sufficiently clear that in time of war or national 
emergency American shipowners have responded to the needs of their 
country with traditional patriotism. Few have equaled and none 
exceeded their contribution. This goes for the men on the ships, as 
well as the ships themselves. 

It can hardly be contended that conditions are as serious now as 
those existing in July 1941. We have not heard of any serious de- 
ficiency of the prior law in actual operation under the full impact of 
World War II. 

The law presently proposed is much more rigid and restrictive than 
the previous law. The principal differences are : 

A. The previous law authorized a ship-warrant system during the 
emergency declared by the President to exist on May 27, 1941, “but 
not after June 30, 1943.” The proposed law does not require the 
existence of an emergency and has no termination date other than by 
congressional concur! rent resolution. 

B. The previous law granted priority to vessels holding warrants. 
The proposed law has no relation to priority, but prohibits the use 
of specified facilities and services to vessels who do not hold such 
warrants; and the imposition of more severe penalties. This would 
be true even though the facilities or services were owned or performed 
by the vessel owner. 

C. The previous law required that the warrants specify conditions 
to be complied with by the vessel as to the trades, voyages, cargo or 
passengers, and the “fair and reasonable maximum rate of charter 
hire or equivalent” as a condition to receiving the privileges provided. 
The proposed law specifies that the President m: 1y require, in addition 
to approximately the restrictions imposed by the old law, additional 
undertakings with respect to “the fair and reasonable maximum trans- 
portation charges for cargo or passenger,” and so forth. 

The proposed law also and further authorizes the issuance of regu- 
lations “such as the President determines to be necessary or appro- 
priate in furthering the objectives of this act and may provide for 
such undertakings on the part of the owner or charterer of such vessels 
as the President may require,” including the conditions mentioned 
above but without limiting the scope of such regulations. 

Senator MaGcnuson. Right there, of course, there is no question 
about the proposal which is as broad as the water front on what you 
might impose. Whether or not that would be actually imposed is 
another question. a it does cover everything. 

Mr. Batey. We are addressing ourselves to the authority provided 
by the act and obala ER done under the act. We are not saying the 
President would make unlawful regulations or unduly harsh ones, but 
as drawn it authorizes regulations almost without limit, something 
that did not exist in the other law which we think worked satisfac- 
torily. 

Senator Magnuson. It goes much further, 

Mr. Batiry. Yes. 

D. The previous law designated the Maritime Commission as the 
agency to administer the act, ‘while under proposed law the very broad 
and almost unlimited authority may be delegated by the President 
to any agency. 
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As to restricting the use of the various maritime facilities men- 
tioned in the bill, in the interest of national security, we call your 
attention to—— 

(a) Title I of the Defense Production Act, already in effect, which 
authorizes the allocation of materials and facilities as may be found 
necessary in the interest of national security. 

(6) There exists an organization within the Department of Com- 
merce and under the Maritime Administration, the National Shipping 
Authority, to serve as the operating arm of this Government agency 
to supplement the privately owned American merchant fleet in the 
carriage of our commerce, military supplies, and relief and rehabilita- 
tion cargoes. 

Senator Magnuson. I think Admiral Cochrane pointed that out 
in his testimony. 

Mr. Batter. We point these out as conditions, which do not seem 
to us to point up the urgency of the restrictions at this time and in the 
form in which it is proposed. 

(c) There remain in the reserve fleet more than 1,700 built vessels 
which require repair and reactivation, but consist of a very valuable 
potential to augment existing American-flag shipping if required. 

The warrants authorized in World War II simply entitled the 
holders thereof to priority in the use of certain shoreside facilities. 
A ship might have to wait until the requirements of warranted 
vessels had been met, as is the case in the bill under consideration. 
Further, under S. 1221 it would be illegal for anyone to grant to a 
vessel without a warrant the right to use any such facility or to furnish 
bunkers, food or supplies. This would be the case even though the 
owner of the facility might also be the owner of the vessel. 

We ask you to consider that S. 1221 provides in effect for an in- 
direct requisitioning of all American-flag shipping. A condition al- 
ready directly provided by law, and a procedure anticipated, at least 
as to “use,” in the event of full mobilization. When you take from 
shipowners control of the routes, cargoes, and freight rates of their 
vessels, and place this control in a Government agency, you have in 
effect taken their property for “use,” whether this be exercised posi- 
tively, or Seuaiieene as is proposed. There is very little solace to the 
property owner to say that his foreign-flag competitor may be sub- 
jected to the same regulation. 

Senator Macnuson. Obviously under any circumstances any such 
program must envision that everybody else be included in it. 

Mr. Bartey. That is right. And the old law did include others 
under it, and it was included under both American and foreign vessels. 

Senator Macnuson. I do not think any of us would even consider 
a bill of this type if it was only to be applicable to American ships. 

Admiral Cocurane. May I say that we would not propose it. 

Mr. Baitey. I am sure that is so. I only point out the scope as 
drawn. And what about our domestic lines? 

Senator Maenuson. What I want to bring out there, Mr. Bailey, 
was the fact that regardless of the terms of the bill, all of us are 
approaching this on the basis that everybody is going to be in, and 
without that we would not even want to consider it. 

Mr. Battery. They are apprehensive of the increased authority and 
the increased scope of the bill, and the inclusion of rates and charges 
which are already controlled by other Government agencies which 
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were not included in the old bill, such as freight rate on passengers 
and cargo. The old bill referred only to charter rates. The tanker 
people can see no possible necessity for such a requirement as far as 
they are concerned, inasmuch as they have already pooled their re- 
sources and made available all the ships the Government wants for 
national defense at rates to be set by the Administrator. They think 
that they should be excluded from any such bill. And what about 
our domestic lines? 

Let us remember that all American shipping is not engaged in 
foreign trading. No such warrant system is. proposed for their 
competitors, the railroads, trucks, et cetera. It is hardly compatible 
with equity and fairness when, to our knowledge, no other private 
property in the United States of any description is under such re- 
straint. 

Senator Macnvuson. Of course again we have to get back to the 
international aspects of this. With ‘the question of rates of railroads 
and other forms of domestic transportation, it would not be possible to 
put them in the same category of other domestic category in the coun- 
try. Ships are inclined to move under different kind of trade. 

‘Admiral Cocuranr.. Railroads are under Army control today. 

Senator Magnuson. On the railroads we can supply regulation on 
them if necessary. 

Mr. Bamey. Our point, Mr. Chairman, is that there is no con- 
dition that we know of today that is sufficiently urgent to require this 
fast expansion of authority. Even if it is not used. As far as we 
know the law under World War II served the purposes adequately, 
and if it were made to serve adequately then we think we can make 
them serve adequately now. The tanker people go beyond that be- 

“ause they are doing under these circumstances something that was 
not done in World War IT. 

Senator Magnuson. Let’s go on with the tankers. 

Mr. Battey. With respect to the tanker industry, in both domestic 
and foreign trades, there is even less justification for the imposition 
of the restrictions of S. 1221. No doubt your committee is familiar 
with the voluntary plan participated in by the American tanker indus- 
try under Public Law 774, which results in the contribution by the 
various American tanker interests of tanker capacity to meet all na- 
tional defense transportation requirements. 

Through the splendid cooperation of these tanker owners, the trans- 
vortation requirements of national defense are being adequately met. 
They have agreed in advance to accept rates and charges established, 
not by the tanker industry, but by the Maritime Administrator. 

In addition, the American tanker industry is supplying at fair and 
reasonable rates the domestic requirements of the United States. 
Under these circumstances, we strongly suggest that there is no justi- 
fication for the imposition of restrictions and regulations on the Amer- 
ican tanker industry, such as is proposed in S. 1221. 

We point out that loading and discharging facilities and fuel re- 
quirements are already in the possession “of these interests and the 
application of a w arrant system for the tanker industry could only 
result in conflict and confusion. 

We anticipate that it will be contended that one of the important 
provisions of this bill is that portion of section 3 (a) under which the 














f 
24 SHIP WARRANTS ACT OF 1951 


President may require as a condition to the issuance or retention of 
warrants, undertakings requiring— 

fair and reasonable maximum rate of charter hire or equivalent, the fair and 
reasonable maximum transportation charges for cargo or passengers * * *, 

We wish to point out that the previous Warrant Act merely related 
to the maximum rate of charter hire or equivalent. By the terms of 
S. 1221 it would seem intended to extend this rate control to other 
classes of carriers. 

Berth service operators performing a service over fixed routes on 
regular schedules have their rates controlled by the ICC in the domes- 
tic trades, and those trading foreign by shipping conferences under 
agreements and in accordance with tariffs on file with the Maritime 
Administration. What is proposed here is dual government rate con- 
trol and regulation. 

The National Shipping Authority is operating approximately 200 

vessels under general agency agre ements in bulk trades all over the 
world. The Government. is the principal and fixes the rates and 
charges for the services of such vessels. It will be obvious to any 
experienced person in transportation that the effect of this Govern- 
ment operation has a substantial influence on the rates which may be 
charged by other and similar commercial carriers. 

Senator Magnuson. Of course that is correct, and that was the pur- 
pose of the charts. You are showing that there was a great rise in 
rates all over, and when the General Service Agency agreements took 
effect that had the effect, so the Admiral feels, of leveling them off 
and stopping the rise. 

Mr. Battery. We are not denying that. Our point is that we al- 
ready have these definite brakes and controls against freight rate 
rises and that an additional one does not seem to us to be required at 
this time. 

The Economic Cooperation Administration, a large shipper of 
rehabilitation and relief commodities, fixes a ceiling above which it 
will not reimburse the recipients of these commodities for the ocean 
freight charges incurred. This again is a definite brake and further 
control over ocean freight rates. 

The international character of foreign shipping must be recognized. 
If rigid rate controls were imposed on commerce to and from the 
United States, not reason: ably remunerative in comparison with rates 
existing in other parts of the world, it can be expected that foreign 
ships will be diverted to the more remunerative trades and an effect 
directly opposite to the purpose of the proposed bill will be created. 

Berth service freight rates and charges in international commerce 
are established in an atmosphere of strong competitive factors. They 
result from competition between sources and/or suppliers of goods, 
in both cases in more than one foreign or domestic area, in addition 
to the competition between the shipping lines. The result is that the 
freight rates of liner or berth services always are controlled by their 
costs much more than by the law of supply and demand. Because of 
the international character of this commerce, Congress has tradition- 
ally refrained from any efforts of a more rigid rate control. 

In support of this statement may We quote you from the chairman 
of the Union-Castle Mail Steamship Co., one of Great Britains larg- 
est, at the annual meeting of that company in London on June 7, 19: 51. 
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RATES OF FREIGHT AND PASSENGER FARES 

A year ago I mentioned that the average increase in our passage rates was less 
than 75 percent, and in our freight rates less than 100 percent, above the prewar 
level. At that time our running costs were over 200 percent, above prewar. As 
already indicated, they are still rising rapidly. 

The increases which have been taking place in world market rates of freight 
appear to have led many to believe that liner companies were benefiting corre- 
spondingly, but this is not so. Whilst tramp rates of freight on bulk cargoes 
fluctuate almost daily according to world market conditions, liner companies 
aim at maintaining stability of rates with regularity of service, irrespective of 
day-to-day fluctuations; these do not ordinarily follow world market rates but 
obviously must be at an economic level. 

When the Senate was considering the Maritime Appropriations 
Act 1952, a member of this committee made the following statement 
in connection with the provision for shipping subsidies : 

The American merchant marine is asking for this $20,000,000 subsidy at the 
time when the rates have been increased an average of from 110 to 200 percent, 
on the coastwise and as much as 200 percent on foreign shipping. 

This statement is inaccurate since the rate increases referred to 
did not apply to the subsidized segment of the American merchant 
marine providing scheduled common-carrier berth service in the for- 
eign trade of the United States. What the speaker intended to refor 
to, but did not so specify, was that the rate increases mentioned are 
those applicable to dry-cargo vessels in the bulk and tramping trades 
and to tankers, where, for the reasons already stated, these rates are 
controlled primarily by the law of supply and demand. 

Even as to such rates, as we will show hereafter, improper compari- 
sons of depressed and peak periods have been contrasted to bring 
about such a result. As we have already stated and as we shall more 
concretely show, the freight rates and charges of a common carrier 
berth service type have been increased very moderately both in com- 
parison with the increased operating costs of the shipping lines 
themselves, and with the higher prices for commodities and other serv- 
ices during the same period. The contracts with the Maritime Ad- 
ministration for the operation of vessels over essential trade routes 
with parity Government aid are confined to such berth-service opera- 
tion. 

We wish to set the record straight regarding increases and de- 
creases in freight rates on liner or berth services, since 1947. All 
such data are on file with the Federal Maritime Board and are matters 
of public record, 

On the heavy-shipping North Atlantic route we find that increases 
since 1947 have averaged only 15 percent. For some commodities, to 
be sure, the rates have increased more than 15 percent, but there have 
also been by ways of compensation actual rate decreases in the case 
of iron and steel, tobacco, wood pulp, et cetera, and the average has 
been less than 15 percent. 

This situation typifies the recent freight rate development over 
most routes, but we have also found that on certain routes there have 
actually been over-all decreases as well as decreases insofar as specific 
commodities are concerned. 

On two routes from the United States to Latin America there have 
been decreases over-all of a minimum of 10 percent. On most other 
conference routes, increases have totaled only 10 percent and to make 
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the picture absolutely correct, on only two routes have increases been 
as high as 30 percent. 

It is important to note, however, that the cost of operating ships 
has increased during the same period at a substantially higher rate than 
the freight charges over berth service routes. For example: wages 
for seagoing labor have increased 30 to 40 percent since 1947—and 
that doesn’t take into acount the latest negotiation—and the price of 
fuel 21 percent, and cargo handling 20 to 25 percent. 

These costs represent three of the heaviest charges ship operators 
have to bear. It is also significant that since 1947, according to the 
United States Department of Labor, the Consumers’ Price Index 
which represents the cost of living of the average American citizen, 
has risen 16 percent over all. The wholesale price index, which rep- 
resents price at the wholesale level, is up over 20 percent since 1947. 

In the light of these facts, it is as inaccurate as it is unfair, to claim 
that ocean freight rates for liner and berth services have increased 
excessively, or even disproportionately, since exactly the opposite is 
obviously the case. 

If it were true, as has been implied in referring to the increase in 
net worth of these companies, that unusually high freight rates were 
being charged by United States liner operators, such would necessar- 
ily be reflected in the profits of these companies. 

We know of nothing more realistic than the reaction of investors 
on the New York Stock Exchange. Here sentiment and emotion play 
no part. A condition of high rates and anticipated resulting profits 
would put shipping company stocks in considerable demand and make 
them sell at relatively high prices. 

What, however, do we find? Since 1946, according to the nation- 
ally recognized Dow-Jones stock index, the selling price of industrial 
shares has risen 21 percent, railway stock prices have risen 22 percent, 
and utilities 1 percent; but stocks of shipping companies listed on the 
exchange have fallen 26 percent. It is therefore apparent that. in- 
vestors do not think the shipping industry is charging high-freight 
rates or making large profits, or has the prospects of such. 

During the same Senate floor debate there was introduced into the 
record by a member of this committee, four brief tabulations showing 
freight-rate increases. 

The first two referred to tanker rates although they were not so 
identified. 

The schedules entitled “Average Rates From United States Gulf 
to United States North of Hatteras” in one case; and “From Aruba 
or Curacao to United Kingdom-Continent” in the second case, rep- 
resent applicable freight rates for tanker operation. Historically, 
rates for tanker transportation are relatively high in the winter season 
compared with those prevailing during the summer period, there bein 
an expected substantial differential in rates due to supply and demanc 
for tanker tonnage seasonally. 

The schedules placed in the record take the month of July for the 
vears 1946 to 1950—five such years—as a base, and compare these with 
the freight rates in effect for the fall and winter months of 1950-1951. 
The net result is that the seasonal influence on rates which is very 
substantial is not taken into account, and the implication exists that 
this has been a continuous upward spiral of freight rates for this type 
of service. 
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The accurate facts are that extending the record through last month 
the rate figure will be only approximately one-third of the plus figure 
shown for the winter months. Further, there is at present indication 
of a continuing decline. We just had a fixing in the last 10 days at 10 
percent, instead of one-third. The point we are making is that being 
seasonal business, the July figure for prior years should be compared 
with the July figure of the current year, if a true comparison of the 

rate structure is to be revealed. Obviously, this was not realized, or at 
least it was not done, in the preparations of these schedules which 
are in the record and represent an unfair perspective of the rates 
applicable to this class of tr: affic. 

The second two tabulations purport to show typical increases in 
bulk or grain tramp rates from United States Gulf ports to India and 
to Italy. As we have said, tramp rates depend on supply and demand. 
Such rates are not fixed in the United States by American operators 
and must necessarily follow world-wide rates primarily influenced by 
business conditions and set by levels maintained currently on the 
Baltic Exchange. 

In support of this statement may we quote from the Annual Report 
1950-51 of the Chamber of Shipping of the United Kingdom, the 
largest organization of British shipowners— 

Freight rates for tramp ships are bound to rise when there is a sudden pressure 
of demand. The movement is no more within the control of the British ship- 
owner than of his foreign competitors. No artificial restriction could be imposed 
upon an international industry like shipping except by international control; 
it is an industry in which the law of supply and demand operates freely. 

However, the tabulations placed in the record as to bulk or grain 
tramp rates do not accurately or fairly set forth even this condi- 
tion. In the case of the tabulation for such rates from Gulf ports to 

India, a comparison is made between the prevailing rate of July 1950 
with that of February 1951 showing an increase of 138 percent. In 
the case of the India computation, freight rates on grain charters 
as of the last reported fixing in May 1951 is above the prevailing 
rates of 1947 and 1948 by only 26 percent. However, in the tabula- 
tion submitted, the date of July 1950 is selected for the low-point 
comparison, at which time we shipped only 141,000 tons of coal 
abroad, somewhere in the neighborhood of 15 shiploads. This con- 
dition was brought about by the vacation of the coal miners and the 
3-day workweek contr oversy in the coal fields, resulting in a large 
number of vessels previously employed in this trade being tempor arily 
idle. In the industry this is known as a distress market. Shipowners 
were willing to take extremely meager rates in order to keep their 
ships in service in the hope and expec ‘tation that this was a temporary 
condition. During 1951, however—the high period of comparison— 
we consistently shipped over 2,000,000 tons of coal each month and 
close to 3,000,000 tons, that is, 300 shiploads in June. It is, therefore, 
obvious that not only the supply and demand law places the control 
of such rates elsewhere, but the comparison submitted and placed 
in the record is not fair and realistic, did not cover the whole range 
of rates since the end of World War II, and appeared to select the 
very lowest point of a depressed market to compare with the very 
highest peaks of rates during the whole period. 
‘As further evidence that bulk rates respond directly to demand 
and supply, it is significant to note that without Government regula- 
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tion of any character grain rates to India in June 1951 have fallen 
6 percent. below the February level. In May 1951 grain to the United 
Kingdom moved at about 20 percent below the February level. In 
June the grain rate from Pacific to Japan was 14 percent below 
the January level and coal to Rio fell $1 a ton between April and 
June. These are the rates of tramp and bulk ngerenors constantly 
subjected, and sensitive, to world conditions. In the case of the 
berth operators where continuous regular scheduled service rather 
than the movement of large bulk volume is the primary factor, these 
rates have moved very. slowly and are still lagging behind the level 
of increased operating costs. 

We will not burden the committee with detailed comment on the 
Italian schedule except to say that the conditions are substantially 
similar and that the rate comparison shown in the schedules submitted 
is in no respect realistic or typical. 

We are not contending that there has not been or that there should 
not be increases in freight-rate charges for the operation of vessels 
of every type and service. This necessarily flows from the increased 
costs which represent the basic elements of these operations. World 
prices and levels of cost have been and are expanding all over the 
world. We know of no locality in which this is more apparent than 
in the United States. A businessman cannot pay his labor more and 
increased prices for all commodities and services and still not pass 
these charges on through fair and equitable adjustments in rates or 
prices. 

As we have shown, the freight rate increases on berth or liner serv- 
ices controlled by conferences under agreements and tariffs on file with 
the Administration have been very modest and have not in fact kept 
pace with the increase cost of rendering these services. This has been 
dlue to the strong influence of competition, not only between the ship- 
ping services but between commodities from other producing areas. 
in the case of bulk or tramp trades we have shown that these rates are 
beyond the control of the American operator, are fixed abroad at 
levels strongly influenced by world supply and demand, and that the 
American operator must follow this general rate trend if he is to par- 
iicipate in the business. 

We have also shown that the freight rate comparisons heretofore 
placed in the Congressional Record are not true, accurate and fair 
comparisons, selecting as they do depressed periods for comparison 
with peak periods and are in no sense typical of a general advance and 
expansion of rates and charges. In the case of tankers we have shown 
that there is not, and has not been, an abnormal increase relative to 
general expanding prices when the seasonal character of the business 
and the rates applicable during such seasonal periods are accurately 
compared. We have also shown that American tanker owners are pro- 
viding all tranSportation required for national defense at rates set 
by the Government. 

We have endeavored to explain our conviction that there exists no 
justification or public need for the imposition of the regulations con- 
templated. The shipping industry strongly favors the free-enterprise 
system under reasonable regulation in the public interest. Free enter- 
prise envisions a minimum of regulation and regimentation, with due 
consideration for the public interest, arid compatible with the rights of 
other citizens. We believe the American public shares this concept. 
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When it becomes necessary for sacrifices to be made, be they regulation, 
regimentation, or even requisition, the shipping industry has never 
resisted. No other American industry has been as completely sub- 
ordinated to defense activities in past emergencies. We believe that 
Congress and the people of the United States wish to impose these sac- 
rifices uniformly. Expansion of Government authority and regula- 
tion are present-day trends which should not be encouraged beyond 
necessity. We do not believe that the need presently exists and we re- 
spect fully ask that is not be imposed. 
The warrant law in Great Britain lapsed in December 1950. It was 
not renewed, and no such regulation presently exists in that country. 
If, however, in spite of these conditions the committee is inclined 
to impose a warrant system at this time, we submit that the Ship War- 
rants Act enacted by the Congress on July 14, 1951, a Law No. 
173, and remaining in effect until repealed by Public ] aw No. 239 on 
July 25, 1947, is more than adequate for the present-day situation. 
The act which was in effect in World War IT has the great advantage 
of trial and experience. We can find no instances where charges have 
been made as to any deficiencies or inadequacies. 
On the other hand, 8. 1221 is a substantial expansion of authority 
and imposition of rules, regulations, restrictions. and regimentation. 
This tendency, which would place greater power in the hands of Gov- 
ernment agencies and give less freedom of action to private industry, 
is undesirable unless it can be shown that there exists the necessity 
for such action in the public interest. We believe that we have shown 
such conditions do not presently exist. If the committee decides to 
go forward with a ship-warrant system, we respectfully urge that 
the bill under consideration be amended in the manner hereinafter 
suggested. If so amended, it will more closely conform to the Ship 
Warrants Act of World War II, and more than adequately protect 
any present or reasonably anticipated public requirements for addi- 
tional regulation. 
Section I of the bill, which provides for termination of the ship 
warrant system upon concurrent resolution by the Congress, should 
be amended so as to limit the effectiveness of the bill’s provisions to 
the period of the national emergency declared by the President on 
December 16, 1950, but not after June 30, 1953, or such earlier time 
as the Congress by concurrent resolution may designate. This amend- 
ment would permit a review of the ship-warrant system after a period 
of 2 years for the purpose of determining whether or not it should 
be continued, or would permit its earlier termination by joint reso- 
lution should Congress so decide. The amendment would be in line 
with the procedure followed in the Ship Warrants Act of World 
War II, which originally provided that such act was to remain in ef- 
fect during the natitonal emergency declared by the President, but 
not after June 30, 1943. The act was subsequently amended so as to 
provide that its provisions would continue in full force and effect 
until 6 months after the termination of the war, or until such earlier 
date as the Congress by concurrent resolution might provide. 
Section 2 should be amended by deleting the words “and to prevent 
undue strains and dislocations upon wages, prices. and production 
and distribution of materials,” and the words “or the prevention of 
inflation of shipping charges.” This authority was not contained i 
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the Ship Warrants Act of World War II, and we do not believe that 
any valid reason exists for conferring such broad and excessive au- 
thority at the present time. As we have shown, international ship- 
ping is in much less danger now than it was when the Ship Warrants 
Act of World War IT was enacted. 

Section 3 (a) should be amended by deleting the words “such under- 
takings on the part of the owner or charterer of such vessels as the 
President may require as a condition to the issuance or retention of 
warrants under this act.” The Ship Warrants Act of World War II 
provided that regulations issued thereunder could require undertak- 
ings on the part of the operator with respect to trades, voyages, charter 
hire, ete., but did not contain a provision similar to that which we have 
suggested be deleted. We believe that unlimited obligations could be 
placed on an operator under such a provision. > 

Section 3 (a) should also be amended by deleting the words “or 
routes” after the words “with respect to the trades,” and also by 
deleting the words “the fair and reasonable maximum transportation 
charges for cargo or passengers.” These provisions did not appear in 
the Ship Warrants Act of World War II, and there does not appear 
to be any necessity for conferring such extended authority during the 
present period of a lesser emergency. 

Section 3 (a) should be further amended by inserting the words 
“persons or” after the word “between” in the proviso clause, and by 
adding the following clause after the word “States” : 

ind provided further, That no vessel shall be required to undertake a voyage 
offered the owner or charterer of the vessel unless just compensiition is paid 
for the vessels so used. 

Since the bill provides for indirect requisitioning, the rights of ship- 
owners should be accorded protection similar to that provided by the 
direct requisitioning provisions of section 902 of the Merchant Marine 
Act of 1936, namely, just compensation. 

Section 3 (b) should be amended so as to provide that regulations 
and warrants thereunder and applications for warrants should be 
uniform. Accordingly, it is suggested that the words “regulations 
and” be inserted between the word “The” and the word “warrants”; 
that the words “for such warrants” be inserted in place of the word 
“therefor,” and the words “and shall be uniform with respect to all 
vessels affected thereby” be added after the word “prescribed.” 

Section 3 (b) should also be amended by adding the following 
proviso: 

Provided, That warrants issued pursuant to this Act shall not be required for 
and purposes other than those specified in the Act. 


Such a proviso would aid in preventing the abuses of the authority 
granted by the act. 

Section 3 (c), which provides that in considering applications for 
warrants the President may consider, among other relevant factors, 
“the origin and previous operating history of the vessel, the price, 
terms, and circumstances under which the vessel may have been sold 
or transferred, the operating practices of the applicant, and whether 
the issuance of a warrant would aid in carrying out the purposes and 
objectives of the act,” should be deleted. The Ship Warrants Act 
of World War II did not contain any such provisions, and we do not 
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believe that they are germane to the fundamental purpose of the bill to 
expedite transportation by merchant vessels in the interest of national 
defense. Furthermore, the provisions would militate against a uni- 
form and impartial application of the law, and would open the door to 
controversy and litigation. 

Section 4 (a) should be amended so as to provide that priorities may 
be granted to such vessels as hold warrants, and not to prohibit the 
use of shoreside facilities to vessels which do not hold warrants. Un- 
der the present provision of the subsection, the owner of a vessel not 
holding a warrant would be prohibited from even making use of shore- 
side facilities of which he is the owner. There is no justification for 
forbidding the use of shoreside facilities, where available, to vessels 
net holding warranis since the objectives of the legislation can be met 
by granting priorities to those vessels holding warrants. The sub- 
section should, therefore, be deleted and the following inserted in leu 
thereof : 

Vessels holding warrants issued pursuant to this Act shall be entitled to priority 
over merchant vessels not holding such warrants, with respect to the use of any 
facility for loading, discharging, lightering or storage of cargo, any facility 
for the furnishing of oil, coal, or other fuel, supplies, stores, or food, or any 
facility for the overhauling, drydocking, reconditioning, or repair of vessels. 

The last sentence of section 4 (a), which gives the President the 
authority to except vessels or classes or types of vessels, should also be 
deleted for the reason that the ship-warrant system, if imposed by 
the Government, should be uniformly applicable to all vessels, except 
for the exclusion of American-flag tankers for the reasons previously 
explained, for which purpose a technical amendment will be submitted. 

Section 5 should be amended by deleting the words “or withhold the 
use of said facilities.” This is in accord with the proposed amendment 
to section 4 (a), which would grant priorities to vessc!s holding war- 
rants, but would not prohibit the use of facilities to vessels not holding 
warrants, 

Section 8 should be amended by inserting the words “managing, 
operating,” between the word “the” and the word “manning.” In the 
absence of this amendment, it would be possible for the officer or agency 
administering the act to prescribe a policy requiring the owners of 
vessels to charter or turn their vessels over to another operator. 

Section 10, which provides that the President may delegate any 
power or authority conferred upon him by the act to any officer or 
agency of the Government, should be amended so as to provide that 
the power and authority conferred upon the President shall be dele- 
gated to the Maritime Administration of the Department of Com- 
merce, The Ship Warrants Act of World War IT specified that the 
Maritime Commission was to be the exclusive iesetinn agency 
for the ship-warrant system, and there is no reason why the Maritime 
Administration should not be designated as the exclusive agency for 
administration of the proposed ship- warrant system. The Maritime 
Administration is the one agency which is familiar with the problems 
and operation of the steamship industry, and the administration of 
the bill should not be delegated to another or split between several 
agencies, 

Section 11, which provides that the functions exercised under the 
bill shall, with certain exceptions, be excluded from the operation of 
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the Administrative Procedure Act, should be deleted. There is no 
reason why shipowners should be deprived of the protection of their 
rights which are afforded by the Administrative Procedure Act. 

Section 12 (a) should be amnended by deleting the words “or grants 
the use of facilities or furnishes supplies or services to a vessel not 
entitled thereto.” ‘This is in line with the amendment suggested to 
section 5. 

We would like to offer at a later date a memorandum which indi- 
cates how the suggested amendments can be incorporated in the bill. 

We would also like to suggest that if your committee determines 
that a class or classes of vessels should be excluded from the ship- 
warrant system, or if the regulations should so provide, a provision 
be inserted in the bill to the effect that such vessels shall not be prej- 
udiced thereby. 

I will skeletonize for a minute. On the bulk rates for grain to 
India and Italy, a different type of mistake brought about the inac- 
curacy. The period selected for the low point was the time when the 
miners in the coal fields were having their vacation and the 3-day 
controversy with Mr. Lewis was in effect. 

The rule was that there were only about 140,000 tons of coal avail- 
able for export. The ships which had been handling coal, up to 2 
million tons a month, piled up in the market and resulted in a distress 
market. That period does not represent a compensatory rate or remu- 
erative rate. It represents the distress market which was selected 
as the low point to compare with the highest peak shown during the 
period of the last 12 months. 

Since that time there has been an adjustment in the rates. I just 
-wanted to point out that in these circumstances the record which we 
have heretofore is not a proper comparison, and that we find that the 
ebb and flow of supply and demand in the case of the tankers and the 
bulk cargo carriers and the regulations under the conference rate 
for berth services seem to be adequate for the purpose of controlling 
rates, and that nothing in addition to what was required in World 
War IT is necessary. 

Senator Magnuson. Of course, there are almost some things beyond 
the control of the American operator. He has to pretty much operate 
in the world figure. 

It is pretty difficult to pin those down at any time. 

Mr. Barry. I say in the statement that the rates of such cargoes 
are fixed on world suply and demand, primarily in the Baltic Ex- 
change. That is the highest authority on rates of that character. 
The American operator either follows those world rates or he does 
not get business. 

Senator Magnuson. Or he picks up a little higher if he can and 
moves along. 

Mr. Battery. He generally averages around those rates. The re- 
mainder of my statement, Mr. Chairman, is our suggestion of amend- 
ments. The general effects of which would be—— 

Senator Macnvuson. Before that suggestion, I do hope we will not 
get the idea in this hearing. or think of this bill as having as its vri- 
mary purpose the purpose of trying to adjust or equalize or work on 

rates. Although that may be one of its effects. 

As I understand it, the primary objective of the bill is to mobilize 
what we hope to be our shipping along with allied shipping. That 
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may have an effect on rates. It may have an adverse effect on the 
rates of the operators, or it may have a good equitable rate. But that 
is not its primary purpose. 

We also understand that the intention of those who introduced it 
or suggested it was not to have it operate unless there was an emergen- 
cy; that even then the regulation on rates might not necessarily be 
applied to the detriment. 

Mr. Baier. We think that is right, Mr. Chairman, but unfortu- 
nately the bill’s wording 

Senator Magnuson. What you are apprehensive of, we would all 
be apprehensive of if we passed this type of bill if the authority in 
the bill could be used and abused so far as the rate structure is con- 
cerned. 

Mr. Baitey. It states that to be its objective. 

Senator Maenuson. And if it could also be invoked if there were 
no necessity for invoking it. 

Mr. Bartey. What bothers the shipping industry are such as these 
“and to prevent undue strains and effect on wages, prices and produc- 
tion and distribution of materials.” Such phrases as “or the preven- 
tion of inflation of shipping charges.” None of that was present in 
the other act. 

Senator Maenuson. Let me ask this question of you, as represent- 
ing a big segment of the shipping people. I imagine they would not 
be of the opinion that if an emergency did arise, we should not have 
some kind of ship-warrant system. 

Mr. Battery. If the emergency arises, such as full mobilization or 
approximately that, they anticipate requisitioning for use under sec- 
tion 902 of the Merchant Marine Act. 

Senator Magnuson. They also envision—do they not /—some type 
of ship-warrant system, such as we had in World War II. 

Mr. Baier. If you have full requisitioning for use, you have not 
any requirement for warrants as far as the American ships are con- 
cerned. 

Senator Magnuson. What would be their suggestion, if you were 
going to have a warrant system, as to whether or not we should do 
what we did in World War II or pass a bill such as this is, suggested 
in the amendment ? 

Mr. Battey. Their feeling would be that a bill of the scope of World 
War IT served the purpose amply at that time. We know of no con- 
ditions that are more urgent. We dislike, frankly, regulation and 
restriction and regimentation. 

We believe that we want to stay away from that as far as we can, 
with due consideration to the interests of the Nation and the citizens 
of this Nation. We would like to have as much freedom of action 
as we can that does not impinge upon national defense or the interests 
of other citizens. 

We think that the World War IT bill would do that. We think it 

did it before and will do it again, approximately that. The tanker 
people feel that, inasmuch as they have pooled their tonnage and 
h ave agreed to meen all the national-defense requirements at rates 
to be set by the Government, there is no justification for applying to 
them at all. 
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Senator Magnuson. What about the international aspects of the 
bill? How will we work this out internationally for all of us unless 
we have some type of legislation. 

Mr. Baitry. We can’t answer that. 

Mr. Chairman, we are not very familiar with the pooling arrange- 
ments under the North Atlantic Treaty. 

Senator Magnuson. But you have no objection to legislation which 
would allow the pooling arrangement of allied shipping, whether it 
be a ship-warrant system or some other system, in the case of emer- 
gency ‘ 

Mr. Battery. No; we have not, except that we know very little about 
it. It has been restricted, as you know, and the industry has not been 
informed as to what is proposed under the pooling agreement except 
in very general terms. 

But certainly 

Senator Magnuson. I understand the reason you are not informed 
on it is that it has not all been completed; is that correct ? 

Mr. Raprus. The work of that board is still continuing. 

Senator Magnuson. You do not anticipate that you will not inform 
American shipping as to what the nature of that pooling arrange- 
ment will be? 

Mr. Rapivs. They have already been informed in general terms, 
and so has this committee. There are some aspects of that pooling 
arrangement under the North Atlantic Treaty that falls into classi- 
fied categories. 

Mr. Morse here, who is the United States representative on that 
board, has attended those meetings and has worked closely, as I un- 
derstand it, with the industry in keeping them informed as fully 
as possible. 

Senator Magneuson. Surely American shipping, which would be 
the major part of any pooling arrangement, should know as much 
as you can let them know regarding what this arrangement might 
be, or what you are intending to do. 

Mr. Rapivs. I understand that they are familiar with that; is that 
correct ¢ 

Mr. Huntineron Morse. That is correct. Not every one of them, 
but a very large and representative group are familiar. They actually 
had representatives, not representatives of industry but industry 
people, at these meetings. 

Senator Macnuson. I can see where certain plans might be classi- 
fied as to the general public, but I surely do not know whether they 
should be classified as far as the shipping people are concerned, be- 

cause they are going to be the ones who are going to be in it. 

Mr. Bary. I think the respondents have been somewhat mis- 
leading. There have been two or three or a half dozen at most mem- 
bers of the industry who were asked to join with this committee 
that was working on the plan. Those individual members were re- 
stricted and not permitted to tell what took place to the other mem- 
bers of the industry. 

So, when you ask me if we would have any objection to a plan such 
as is provided, we cannot answer because only those few members, 
not over a half dozen of the industry, know, and they are not per- 
mitted to tell other industry members. I want to have the record 
straight on that. 
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Senator Magnuson. In other words, they have taken the mem- 
bership into it, but they have classified those that they have taken in. 

Mr. Bary. Yés, sir; they have classified the industry members 
that went in. 

Admiral Cocuranr. The purpose of it was to assure that the indus- 
try members there would know and carry back assurances, if nothing 
else, that we were not selling the American industry out to somebody 
else. . 

The amusing part of this thing has been that the reverse reaction 
has occurred in England. The shipping people there have been taken 
to task in Parliament for having given the British merchant marine 
to the United States. 

Senator Magnuson. I do not think you will ever have to fear that. 

Mr. Battery. We could not charge that because we did not know 
what they have done. 

Senator Macnuson. That is one thing they hang on to, their mer- 
chant marine. 

Admiral Cocurane. All that Mr. Bailey has said to maintain our 
liberty is clear, this is intended only to apply in case of emergency 
where we all have to defend these things about which he is talking. 

Senator Maenuson. I think we all can agree that if and when we 
have that kind of an emergency, that we have to have some sort of 
pooling arrangement, we have to have some sort of system, whether 
it be a warrant system or not, of that type. 

I think industry agrees on that. Their fears, as 1 oe the state- 
ment—and I have discussed it with some of them—is, No. 1, that this 
may be invoked before there is that kind of an emergency, yo No. 2, 
they might use the authority of the bill to put some of these regula- 
tory measures upon shippers before it will be necessary to do things. 

Mr. Bartry. Obviously, we have to address our comments to the 
scope of the bill as drafted, Mr. Chairman. This suggests amend- 
ments, the general effect of which is to reduce the scope of the bill to 
limitations of World War IT, and suggests the elimination of tankers. 

Senator Magnuson. In other words, the amendments would bring 
the bill down to Public Law 173 in general. 

Mr. Batter. In general. 

Senator Magnuson. And tankers would be out. 

Mr. Battery. Yes, sir. We suggest the elimination of tankers. We 
would like the opportunity of submitting technical amendments. We 
have only stated the reasons there. 

Senator Magnuson. Thank you, Mr. Bailey. I appreciate it. 

Mr. Bairey. Thank you, Mr. Chairman. 

Senator Magnuson. We should also put in the record a letter of 
transmittal from the Under Secretary of Commerce, Mr. Fleming. 

(The letter referred to is as follows:) 

THE SECRETARY OF COMMERCE, 
Washington, March 19, 1951. 
Hon. ALBEN W. BARKLEY, 
President of the Senate, United States Senate, Washington, D. C. 

My Dear Mr. Prestpent: There is submitted herewith a draft and explana- 
tory’ statement of purpose of a bill to provide for priorities in transportation by 
merchant vessels in the interests of national defense. The bill would authorize 
the establishment of a ship-warrants system to be put into effeet when the Presi: 
dent deems it to be in the interest of the national security, or the maintenance of 
essential supplies and services, or the prevention of inflationary shipping charges. 
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The need for and the provisions of the proposed legislation are set forth in 
detail in the explanatory statement. 

I recommend consideration of the measure at the earliest practicable time 
and urge its prompt enactment. Early consideration is Very desirable in con- 
nection with the defense mobilization program, particularly in view of recent 
increases in ocean transportation rates. 

The Director, Bureau of the Budget, has advised that the measure, if en- 
acted, would be in accord with the program of the President. 

Sincerely yours, 
Puiuie B. FLEMING, 
Acting Secretary of Commerce. 


S. 1221, Shire WARRANTS BrLtt—EXPLANATORY STATEMENT 


PURPOSE AND PROVISIONS OF BILL TO PROVIDE FOR PRIORITIES IN TRANSPORTATION 
BY MERCHANT VESSELS IN THE INTEREST OF NATIQNAL DEFENSE 


The bill would provide for the establishment of a ship warrants system to be 
put into effect when the President deems it to be in the interest of national 
security, or the maintenance of supplies and services, or the prevention of infla- 
tion of shipping charges. 

The proposed legislation would establish a program of licensing the use of 
specified shore facilities by merchant vessels. The system of warrants for mer- 
chant vessels would be designed to prescribe priorities in congested ports to the 
vessels of greater importance to our national security, to prevent the dissipation 
of scarce materials and supplies in servicing any vessels which might be engaged 
in trades harmful or less essentiai to the interest of the United States, and to 
prevent unreasonable increases in charter hire and freight rates for ocean trans- 
portation. In the mobilization effort it is of critical importance to coordinate 
the use of vessels and shore facilities to secure the maximum economic use of 
available vessels and shore facilities. 

Under the proposed system, vessels desiring to use this Nation’s shore facilities 
would be required to secure a warrant or similar document as a condition to the 
use of such facilities. 

The use of shore facilities would be prohibited to any vessel not having a war- 
rant under the proposed law. As a condition to the receipt of a warrant, the 
vessel operator would be required to enter into undertakings, including that of 
making his vessel available for uses relating to the national effort and that of 
abiding by maximum charter and transportation rates. A breach of such under- 
takings would subject the operator to the forfeiture of his warrant and thereby 
the loss of the privilege of using the shore facilities. In connection with the use 
of vessels in the interest of national security, the proposed bill would also 
specifically authorize the President to consider the circumstances, including the 
origin of the vessel and the price and terms upon which it may have been sold 
or transferred, in determining whether or not to grant a warrant. The provision 
for withholding of warrants from vessels seek’ng admission to port facilities 
after a history of failure to assist the Government, or, in some cases, of activi- 
ties hampering the Government's programs and objectives, is designed to obtain 
more and more vessels for services contributing to the national security. 

The recommended system of ship warrants is not new and untried but is based 
upon previous experience in World War Il. The proposed legislation is framed 
on a strengthened and expanded legislative basis over that provided by the ship 
warrants statute in World War II (Public Law 173, 77th Cong., approved July 
14, 1941, as amended and extended by Public Law 610, 77th Cong.). 

The effectiveness of the ship warrant system of control was clearly demon- 
strated in World War II. Time charter rates of cargo vessels increased from an 
average of $3 per ton in the third quarter of 1940, to over $10 per ton in the second 
quarter of 1941, and then in the third quarter of 1941, after enactment of the 
Ship Warrants Act of July 1941, dropped below $7 per ton, continuing such 
descent to $4 per ton in the first quarter of 1942. 

The need for the proposed control of charter hire and freight rates is clearly 
evident. Rate trengs in recent months have been sharply upward, Time char- 
ter rates on comparatiie vessels for single trips from the United States to United 
Kingdom, continental, and Mediterranean ports more than doubled in the last 
quarter of 1950. In the same period, bulk commodity rates—principally for coal 
and grain—also more than doubled. 
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The existence of a large Government-owned reserve fleet of merchant vessels 
is not a sufficient deterrent to the possibility of inflation of shipping charges to 
a point prejudicial to the program of the United States and cooperating nations. 
The time and expense involved in attempting to meet inflation by making Gov- 
ernment-owned tonnage available limits the effectiveness of this deterrent. 

In this emergency period, with further acceleration of the use of supply and 
repair facilities, ports in many cases will be subject to congestion and strain, 
and the consumption of critically needed supplies and materials greatly increased. 

In this period it will be vitally important in the interest of national security 
to carefully control the use of vessels in the movement of cargoes. The inter- 
national character of shipping makes special provisions to this end desirable. 
The need for control will be greater from the national security standpoint should 
the international situation further deteriorate. The enactment of the proposed 
legislation would have the ultimate advantage of securing for the United States 
and cooperating nations the use of tonnage from the world supply. 

The Defense Production Act of 1950 is available as legislative authority to 
accomplish the issuance of priorities as to the use of shore facilities and the 
allocation of such facilities, as well as the allocation of American-flag vessels. 
Several considerations involved in the purposes and objectives of the proposed 
legislation make it desirable to have separate and specific legislative authority 
for the ship warrants program. Such authority will make for greater clarity 
in meeting problems which, to a considerable extnt, are peculiar to the shipping 
industry. 

All authority proposed to be granted by the bill would be vested in the Presi- 
dent with authority in him to delegate and authorize redelegations of such 
authority in a manner similar to that now provided in the Defense Production 
Act. In this manner the President will be enabled to provide for the proper 
coordination between agencies of the Government and thus implement the broad 
over-all objectives and programs of the Defense Production Act. 


SECTION-BY-SECTION SUMMARY 


There follows a section-by-section summary of the provisions of the bill: 
Section 1 

This section contains a short title of the act—Ship Warrants Act of 1951— 
and provides that Congress may terminate the act by concurrent resolution. 
Section 2 

This section provides that, in order to meet the requirements of military and 
other programs to promote the security of the United States and that of allied 
or associated nations, and to prevent strains and dislocations upon the economy, 
the President may, whenever he deems it in the interest of national security 
or the maintenance of essential supplies and services or the prevention of infla- 
tion of shipping charges, institute a system of ship warrants. This system 
would be provided through regulations applicable to vessels using or seeking to 
use shore facilities under the jurisdiction of the United States. As more specifi- 
‘ally provided in the other sections of the proposed act, the contemplated war- 
rant system would require each vessel, whether owned by American citizens 
or foreign-owned seeking to use our shore facilities, to obtain a document referred 
to as a warrant. In order to obtain a warrant, the owner or operator of the 
vessel would be required to enter into undertakings relating to the use of his 
vessel and the rates or fares to be charged. These requirements would be speci- 
fied by the agency administering the program with a view to assuring adequate 
tonnage at reasonable cost for the movement of traffic essential to our defense 
efforts. The warrant system would be a means of controlling the use of avail- 
able tonnage so as to make such tonnage available for essential needs at reason- 
able rates and of assuring that vessels engaged in the more essential operations 
have first priority in the use of shore facilities. 
Section 3 

This section defines the authority of the President. It provides that the regu- 
lations under the act shall be such as the President shall determine to be 
necessary or appropriate in furthering the objectives of the act. It also provides 
that the regulations may require certain undertakings on the part of the owner 
or charterer as a condition to the receipt or retention of a warrant. Included 
would be undertakings with respect to trades and routes, voyages, passengers 
and cargo to be carried, and maximum charter and transportation rates. Among 











38 SHIP WARRANTS ACT OF 1951 


the incidental and supplementary matters the regulations could include would 
be agreements as to the terms and conditions under which the owner or charterer 
would make the vessel available for use or for the transportation of cargo or 
passengers. This provision is necessary as the terms and conditions affect the 
rates. {This section provides that there shall be no unjust discrimination between 
ports of the United States. 

The President would be authorized to prescribe the form of the warrants to 
be issued and the application for warrants. 

This section also authorizes the President, in considering applications for 
warrants, to consider the past history and transactions relating to the vessel, 
operating practices of the applicant, and generally, whether the issuance of the 
warrant would aid in carrying out the purposes and objectives of the act. 
Section 4 

Section 4 provides that, from and after such date as the regulations may fix, 
vessels not holding warrants shall not be cutitled to uso of certain shore facilities. 
The shore facilities which may be brought within the coverace of the regulations 
are facilities for loading, discharging, lightering or storage of cargo, facilities 
for the furnishing of oil, coal or other fuel, supplies, stores or food, and facilities 
for the overhauling, drydocking, reconditioning, or repair of vessels. The Presi- 
dent is authorized to except from the controls established by the act such vessels 
as are not required to be controlled to meet the objectives of the act. 

This section also provides for the establishment by the President of such 
priority among vessels as shall be necessary or advisable in the interest of na- 
tional defense or other programs in support of the security of the United States 
and that of allied or asociated nations. 

Section 5 

This section provides that operators of the listed facilities in the United States 
and places within its jurisdiction shall be governed by the regulations regardless 
of existing contracts. 

Section 6 

This section provides that it shall be the policy of the United States to coordi- 
nate the authority granted by the act with the exercise of similar authority by 
allied or associated nations. International coordination is essential because of 
the international character of shipping. 

Section 7 


This section defines the word “person” so as to include any entity capable of 
entering into a contract, 


Section 8 


This section is intended to prevent the imposition of a condition that a vessel 
owner shall relinquish the care and supplying of his vessel. 
Section 9 

This section is intended to preserve the coastwise laws from modification, but 
does not, of course, exempt vessels engaged in coastwise trade from the pro- 
visions of the act. This section also makes clear that this act in no way effects 
authority already granted by the Defense Production Act. Also included in this 
section is a severability clause providing that if any portion of the act is held 
invalid, other portions will not be affected. 


Section 10 

This section authorizes the President to delegate all or any of his authority 
to any agency and to authorize redelegations. By vesting all authority in the 
President with authority to delegate, the President will be enabled to provide 
for coordination within the executive branch of the use of this authority with 
authority derived from acts having similar purposes. The warrants authority 
will complement authority granted by the Defense Production Act and other 
laws. 
Section 11 

This section exempts the functions exercised under the act from the require- 
ments of the Administrative Procedure Act, except as to its section 3, which 
contains the requirements as to notice to the public, but provides also that no 
secret matter need be published. 
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Section 12 


This section provides penalties for violation of the act, the regulations, or 
orders issued, the maximum penalty being a $10,000 fine and 2 years’ imprison- 
ment. The United States courts having territorial jurisdiction are given juris- 
diction over offenses. 

This section also contains a provision relieving persons who comply with rules, 
regulations, or orders issued under the act from damages or penalties resulting 
from compliance, notwithstanding that such rules, regulation, or order may ve 
declared invalid. 

Senator Magnuson. Would the other witnesses mind if I allowed 
Mr. Coles to testify briefly ? 


STATEMENT OF MARVIN J. COLES, REPRESENTING THE COM- 
MITTEE FOR THE PROMOTION OF TRAMP SHIPPING 


Mr. Cotes. Mr. Chairman, I appear today in behalf of the Commit- 
tee for the Promotion of Tramp Shipping. That committee repre- 
sents the majority of the American-flag vessels engaged in the so-called 
tramp trades. That committee supports this legislation in general as 
stand-by legislation for use in time of war or national emergency. 

Our members are of the opinion that in the event of war or in the 
event of serious national emergency the Maritime Administration 
should have all necessary powers to control American and foreign 
shipping using our ports. 

The committee asks, however, that this legislation be amended so 
as to protect privately owned American vessels e ngaged in the tramp 
trades from unnecessary controls over their rates in periods short of 
war. We feel that this is necessary if the merchant marine or the 
tramp segment of our merchant marine is to continue to exist. 

At the outset may I explain the difference between the tramp seg- 
ment of our merchant marine and the remaining segments which are 
more commonly referred to here, the major segments. Most people 
think ef all freight vessels as tramp vessels. That is not true. I sup- 
pose the large majority of American-flag freighters are liner vessels. 

The distinction is that a liner vessel goes on a particular route, and 
usually on a particular time schedule. For example, they would sail 
between New York and Rotterdam or Amsterdam. 
ator would have weekly sailings. 

A tramp vessel, on the other hand, goes wherever cargo offers, when- 
ever cargo offers. Another distinction is that the liner vessel usually 
carries all types of freight, from automobiles to cigarettes, up and 
down. A tramp vessels usually carries one cargo in bulk, usually for 
cne shipper and one consignee. 

In other words, it will be coal, grain, phosphate rock, things of 
that kind. 

The basic distinction, however, that I think is important in consider- 
ing this legislation is the difference in which rates are set. As Mr. 
Bailey y so ably pointed out, the liner rates are set in conferences. They 
are relatively stable although they do change somewhat with shipping 
and business conditions. 

The tramp shipping rates are set by an auction system. They vary 
not only from month to month but literally from day to day and hour 
to hour, depending on what cargoes are bidding for ships and what 
ships are bidding for cargoes: 


Let’s say the oper- 
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There is a high degree of volatility in tramp rates. They go up 
and they go down. Historic ally, tramp shipping is a prince and 
pauper industry. You make money in one period, you lose a great 
deal of money in another. 

It is necessary that there be an adjustment so that the periods of 
good earnings in the high-rate periods will pay out for the periods of 
losses in the low-rate periods and permit amortization of vessels over 
the life of the ship. 

If you cut off that upward swing of the rates, of necessity you are 
going to cut off the tramp industry because you are going to prevent 
them from making up for the valleys of low rates and you are going 
to prevent them from paying out the ship over its normal life. 

I also point out, before proposing this amendment, that the Ameri- 
can flag tramp fleet is a postwar phenomenon. Prior to World War II 
approximately one-third of the export and import tonnage of the 
Tinited States went in tramp vessels. Of that tonnage, only a fraction 
of 1 percent moved in American-flag vessels because there was no 
American-flag tramp fleet. 

Today we have an American tramp fleet. It is probably over 2 
million deadweight tons. That fleet receives no subsidy of any kind 
from the Government, and it is forced to compete with foreign vessels 
at no conference rate levels with those foreign-flag vessels having 
cost of operation as low as 50 percent of the American-flag tr amp. 

You will note in the letter which you put in the record a few minutes 
ago, transmitting this bill, that the Department of Commerce says 
that one of the purposes of the bill is, and I quote: “the prevention of 
inflation of shipping charges.” 

It also says: “to prevent unreason: able increase in charter hire and 
freight rates for ocean transportation.” 

Senator Magnuson. I wonder whether or not the Department was 
speaking of those conditions in time of emergency rather than what 
the conditions are now. 

Admiral Cochrane. That is correct. 

Senator Magnuson. You were not speaking of rates as they are 
now ¢ 

Admiral Cocnrane. That is correct. 

Senator Magnuson. You were speaking of the foreseeable condi- 
tion in a future emergency, whereby there might be a great infla- 
tionary rise. 

Admiral Cocnrane. Yes, sir. 

Senator Magnuson. And that you could then, under this method, 
take care of that. 

Admiral Cocurane. That is clearly the case. Of course, the oper- 
ation is to increase the supply of vessels, which has been done, which 
we indicated here and as these charts disclosed. 

Mr. Cores. I think that assurance by Admiral Cochrane does much 
to remove my principal objections to this bill. 

Senator Magnuson. Aren’t vou in about the same position as the 
Federation of Shipping in that if and when we have such an emer- 
gency, you would subscribe to it but we must have some method 
whereby we could pool not only the Allied shipping but so that we 
could regulate the operation of that pool as to rates and other things? 

Mr. Cores. We are in full agreement on that, Mr. Chairman. 
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Senator Magnuson. But right now the question of rates and all 
those regulatory matters should not be invoked, as there is no reason 
to invoke them, and the bill itself might vest authority in an agency 
of Government which would be premature and injure shipping. 

Mr. Cougs. I think you have expressed our views fully. We think 
this is desirable stand-by legislation in the event of war or in the event 
of serious national emergency. 

Senator Magnuson. If you could nail down the word “stand-by.” 

Mr. Cores. The bill itself 

Senator Magnuson. Or guarantee stand-by. 

Mr. Cotes. The bill itself is a bit broad, because it says the President 
may impose this. We have assurances by Admiral Cochrane that that 
would not be done. The only way that that could be done is to change 
the second section of the bill. 

Senator Magnuson. You suggest an amendment / 

Mr. Cotes. I am not suggesting it, I just bring out one possibility 
and that would be to take this bill and provide in section 2 that in 
time of war or serious national emergency, and so forth. It now says: 

The President may whenever he deems it in the interest of national security. 
You might say “The President may, in time of war or national emer- 
gency,” and soon. 

Senator Magnuson. That ison line 11, section 2. 

Mr. Cores. I think that lack of war and national emergency appears 
in the requisition section of 902. It says: 

Whenever the President shall proclaim the security or the national defense 
makes it available, or during any national emergency declared by proclamation 
of the President it shall be lawful for the Commission to requisition or purchase 
any vessel, 

Admiral Cocuraner. That proved perfectly effective for 15 years. 
That is all we are talking about. 

Mr. Cores. That is right. It might very well be used, Mr. Chair 
man, if you desire. Wedo not suggest the amendment. 

Senator Magnuson. In the 1941 act, it provides that the “President 
may do this during the existence of the emergency” which was then 
in effect, which makes it a little different proposition. 

Admiral Cocnrane. The emergency had already been declared at 
that time. 

Senator Magnuson. That is right. And it had an expiration date. 

Mr. Cores. That language might be considered by the committee, 
Mr. Chairman. 

Senator Magnuson. Continue, please. 

Mr. Corrs. I have just one amendment which follows Admiral 
Cochrane. The language is somewhat different. I would like to 
read it, if I may. In this bill, on page 2, line 24, after the words 
“ports of the United States” strike out the period, insert in lieu 
thereof a colon, and add the following: 


Provided, further, That no rate of charter higher or equivalent, and no other 
maximum transportation charges for cargo or passengers 


that language comes from the bill— 


provided pursuant to the regulations authorized by this act, shall be less than 
just compensation for the use of such veswel as defined by section 902 of the 
Merchant Marine Act of 1986, as amended. 
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I think that is in principle precisely that which both Admiral 
Cochrane and Mr. Bailey suggested. I happen to like it just a 
little better this way. In the alternative, if you want some precise 
formula, other than just compensation, you might take the same 
base period that is used by the Office of Price Stabilization for other 
products, in other words, the December 1950-—— 

Senator Magnuson. I do not think we had better get into that. 
I think we had better stick to the 902. That worked out all right. 

Admiral Cocurane. Yes, sir. 

Mr. Cores. As the Admiral said, for 15 years. 

Thank you, Mr. Chairman. 


STATEMENT OF GEORGE W. MORGAN, PRESIDENT, ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Morcan. My name is George W. Morgan. I am an attorney 
at law and am president of the Association of American Ship Owners, 
which has offices at 90 Broad Street, New York, N. Y., and 1713 K 
Street NW., Washington, D. C. Our association is composed of 
some of the oldest and best-established companies operating Ameri- 
can-flag ships. None of them has received any subsidy under the 
Merchant Marine Act, 1936. They are engaged in both the foreign 
and domestic trades. 

The companies that I represent believe firmly in the principles of 
free enterprise but at the same time during an emergency they do 
not oppose such economic controls over shipping as can be shown to 
be reasonable and necessary in the national interest. Whether the 
controls that are proposed in this bill are in fact reasonable and 
necessary seems to depend upon answers to the following questions: 

1. Is there a shortage of ships or shipping fac ‘ilities¢ 

. What powers already exist to assign shipping priorities ¢ 
To what extent are shipping rates now subject to regulatory 
aaa 

1. Is procedure afforded for the protection of individual rights? 

[ should like to emphasize that I am not representing any ship- 
owners who are subsidized and who have had to accept Government 
control as part of the price of subsidization. Since we have enjoyed 
no subsidies under the 1936 act, it seems only fair that our Congress 
should protect our rights to the same extent that it protects the rights 
of unsubsidized members of other industries. 


THE BILL ANALYZED 


The controls that are proposed in this bill are very sweeping in 
their nature. If the bill were to become law in its present form, it 
would - illegal for a vessel without a warrant to use any facility— 

. For loading, discharging,‘lightering, or storage of cargo; 
For the fur nishing of oil, coal or other fuel, supplies, stores, 
r food or 
For the overhauling, drydocking, reconditioning, or repair 
of ‘veoala. 

Thus under this bill a “warrant” would be much more than a device 

to regulate and assure necessary priorities. 
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It would be equivalent to a license that would be necessary before 
the owner could use the ship at all. 

Furthermore, it would be illegal under the bill for any third per- 
son to grant to a vessel without a warrant the right to use any of the 
foregoing facilities or even to furnish any food or supplies, and those 
who did so would be subject to the criminal penalties of fine and im- 

ywrisonment. And this would be so even though the owner of the 
Fac ility might also be the owner of the vessel. 

In order to obtain a warrant or license necessary to operate his 
ship, a shipowner would be required, under the terms of the bill, to 
enter into undertakings with respect to— 

1. The trades or routes in which such vessels shall be employed ; 
2. The voyages such vessels shall undertake ; 
The passengers or cargo to be carried ; 
The fair and reasonable maximum rate of charter hire or 
equivalent; 
The fair and reasonable maximum transportation charges 
tin ‘argo or pasesngers; and 
6. Such incidental and supplementary matters, including such 
terms and conditions with respect to the use of the vessel and the 
transportation of cargo or passengers as may be necessary or 
expedient to effectuate the purposes of the bill. 

Thus, before a shipowner could dock his vessel or put food or fuel 
aboard, he wold have to agree to accept such regulations as might 
later be imposed upon him. He could not conduct the vessel’s business 
unless in advance he agreed to give up as much control over the use 
of his property as administrative authorities might from time to time 
require and, in addition, to permit the administrative authorities to 
specify just what his compensation is to be. 

The bill also contains two very unusual provisions. One of them 
in section 6 states that “It shall be the policy of the United States 
that the authority granted herein shall be coordinated with the use 
of similar authority by allied or associated nations.” If that means 
what I think it means, Congress is in effect being asked to delegate 
to unnamed allied or associated nations the 1 ight to establish policies 
to guide the administration of our own regulatory control over Amer- 
ican shipping. 

If I am right in my interpretation, I am very much opposed to 
section 6 “ the bill because I think we ought to establish our own 
policies. I don’t mean by that, sir, that we shouldn’t be in a multi- 
lateral pool. I think we should. But the Congress should specify 
the standards. 

Senator Mac ,GNusON. In other words, it should be spelled out? 

Mr. Morgan. Yes, sir. 

Senator Ma AGNUSON. It probably will be when the conferences on 
pooling are finished. 

Mr. Moraan. Yes, sir. 

Senator Magnuson. Then we would have a chance to look at it to 
see what it is. 

Mr. Morean. The second unusual provision is contained in section 
3 (c), which would provide that in considering applications for war- 
rants the President may consider, among other relevant factors— 

The origin and previous operating history of the vessel; 
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The price, terms, and circumstances under which the vessel 
may have been sold or transferred ; 
3. The operating practices of the applicant; and 
4. Whether the issuance of a warrant would aid in carrying 
out the purposes and objectives of the bill. 

That language suggests to me that the administrative officer to 
whom the President would delegate his authority under the bill 
would have the power of life or death over the businesses of the ship- 
owners. He could withhold warrants for any one of a number of 

vague reasons, and that would make it impossible to operate the ships. 

It seems to me that, before any such complete and arbitrary power 
is granted, we should know what characteristics of a vessel’s origin 
or operating history should exclude it from a warrant. We should 
know what features of the price, terms, and circumstances of its 
purchase would be disqualifying. And we should know what would 
be considered so objectionable about the applicant’s operating prac- 
tices as to justify denial of the right to do business. 

Only when the objectives of section 3 (c) are frankly disclosed will 
it be possible to judge whether they are reasonable and only then will 
it be possible to define the stand: rds that will be necessary to protect 
American citizens against the possible arbitrary and discriminatory 
abuse of uncontrolled power. 

The foregoing analysis of the provisions of the bill omits reference 
to section 11, which would make inapplicable to the exercise of the 
very extensive powers contemplated all of the procedural and review 
provisions of the Administrative Procedure Act. The only provision 
of that statute that would apply would be section 3 | ie simply 
requires publication in the Federal Register of rules or regulations 
that are promulgated. Section 11 of the bill will be discussed at a 
later point. 

The whole general scheme of control proposed in this bill seems 
to be based on quite a different philosophy than underlies the plan 
adopted for industry generally in the Defense Production Act, 1950. 
That statute, during a specified period of time, authorized priorities 
and price control but the power to assign priorities is segregated in 
one title and the price-control provisions are segregated in another. 

The two are kept separate and distinct, even to the ] penal provisions. 
Violations of the priority requirements are punishable as such, -_ 
violations of the price-control provisions involve sanctions under 
different section. Recent proposals for price-control satioesniand 
through a system of revocable licenses applicable to industry generally 
were rejected by the Senate and House Banking and Currency Com- 
mittees. 

The warrant bill, unlike the Defense Production Act, is of indefinite 
duration, and it scrambles up the price and priority powers in such 
a way that the denial of the very right to do business becomes the 
sanction to compel virtually complete submission to the dictates of 
administrative officials. Since the powers sought and the sanctions 
for their enforcement are so absolute, we ask, in all earnestness, are 
they necessary, are they fair, and are they reasonable ? 
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IS THERE A SHORTAGE OF SHIPS OR SHIPPING FACILITIES ? 


The United States and her citizens own today about one-fourth 
of all the world’s merchant vessels, with a cargo-carrying capacity, 
measured in dead-weight tonnage, of almost one-third of the world’s 
total. 

Latest Maritime Administration figures show that there are 13,282 
merchant ships in the world of 107,215,000 dead-weight tons. Of this 
number, nations behind the iron curtain have 758 ships of 3,602,000 
tons dead-weight, including the 83 American ships transferred to 
Russia under lend-lease and not returned. 

Senator Magnuson. Where did you get those figures from behind 
the Iron Curtain ? 

Mr. Morean. From the Maritime Commission. Just take out the 
countries behind the Iron Curtain and add them up. 

While these figures are of interest, the significant fact in connection 
with any study of whether there is a shortage of ships is the number 
that are idle and have no present employment. At the end of April 
there were 1,853 Government-owned vessels in the reserve fleet. That 
is a greater number of vessels than was then in operation under the 
American fl: ag, and it seems to me that, so long as such a large number 
of ships remain idle, it cannot seriously be said that we have a shortage. 

These idle ships not only represent more than 50 percent of the 
entire American merchant fleet, idle and occupied, but they constitute 
over 1214 percent of the world total. 

Senator Macnuson. There again I think we don’t want to get away 
from what I consider to be the major purpose to be ac hieved by the 
bill. It is not so much that we would not have enough ships, but that 
we would have some blueprint by which we could control the ships 
within the allied pool. 

Mr. Morgan. I do not think any of us have any quarrels with the 
purpose of the bill as we understand it. 

It is true that there are only a few tankers in the reserve fleet; 
but, at the request of the Maritime Administration, the tanker owners 
have entered into a voluntary agreement, authorized under section 
708 of the Defense Production Act, wherein the participating com- 
panies have agreed— 
to contribute tanker capacity at such times and in such amounts as requested 
by the [Maritime] Administrator at such times and in such amounts as the 
Administrator shall determine to be necessary to meet the essential needs of 
the Department of Defense for the transportation of petroleum and petroleum 
products in bulk by sea. 

It is also significant, I think, that rates applicable under the agree- 
ment are to be determined by the Administrator on a fair and equitable 
basis after consultation with representatives of the owners and with 
the Department of Defense. 

The voluntary plan thus affords all necessary priority for defense 
petroleum cargoes and it also provides for reasonable rate control by 
the Maritime Administrator. The possibility, however, remote, that 
defense requirements would not be met because of a shortage of avail- 
able tankers has been obviated. It seems to me that the representa- 
tives of the Government and the tanker industry have accomplished 
an arrangement that meets all requirements of the public interest and 
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does so in a manner that is entirely consistent with our traditional 
constitutional principles. 

Experience shows that there is no shortage of physical facilities for 
the handling of ships in American ports. While there have been some 
delays, they have resulted either from labor disputes or because an 
insufficient number of men have been furnished from union hiring 
halls. The physical facilities are not only adequate to the needs of the 
present volume of American and foreign ships now trading in our 
ports, but they are sufficient for handling substantially more of both. 

Similarly, oil, coal, stores, food, and other supplies are available in 
ample quantity, and there is no shortage of facilities for overhauling 
or drydocking our vessels. And, furthermore, even if there were 
shortages, there is ample power under the Defense Production Act to 
allocate scarce materials and to assign necessary priorities, as is now 
done in the case of critical materials necessary for repairs. 

Senator Magnuson. I think that we are all agreed on the inventory 
of our present condition, and that the real objective again would be 
how most fully we can utilize what we have in the way of ships and 
maritime facilities with other nations in a pool, with a blueprint. I 
don’t think that we have the shortage of ships now, as such, for the type 
of emergency. 

We have a shortage of certain types of ships, certain classes of ships, 
or moderate ships. But I do think we all can agree on what we have 
and what we are trying to do with what we have. 

Mr. Morean. Very broad priorities and allocations powers, appli- 
cable to industry generally, are contained in section 101 of the De- 
fense Production Act, 1950. 

Senator Magnuson. Let me ask this. I should know but I cannot 
answer it: In the extension of the Defense Production Act, did we ex- 
clude ships specifically or is it in the bill? 

Mr. Morean. There is no change as I understand it in the alloca- 
tions and priorities sections. They now apply to ships, as I was about 
to bring out. 

Senator Magnuson. There was some question raised as to whether 
they apply to ships. 

Mr. Moraan. I think the only question as to application to ships 
is under the price- and rate-control provisions. 

Senator Magnuson. I do not know just what the final bill was that 
we passed on that. I think it remained the same. 

Mr. Morean. I am sure it did. 

Admiral Cocnranr. There are some provisions that could be 
applied but they apply to shipping of our own nation, and they be- 
come very ponderous when applied to others. This warrant business is 
an even mechanism for accomplishing the purpose. 

Mr. Morcan. Under that statute the President is authorized (1) to 
require that performance under necessary defense contracts or orders 
have priority over other priorities or orders and (2) to allocate mate- 
rials and facilities as necessary or appropriate for defense. 

The President’s powers under that section, insofar as they relate to 
transportation and storage, have been delegated to and divided among 
the Interstate Commerce Commission and the Secretary of Com- 
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merce (Executive Order 10219, February 28, 1951, 16 Fed. Reg. 1983). 
Thereunder the Secretary is required among other things— 


1. To study the requirements for and supply of available for- 
eign and domestic merchant vessels ; 

2. To formulate and execute plans for reactivating reserve fleet 
vessels and for the requisition, purchase, charter, operation, main- 
tenance and repair of oceangoing vessels; 

3. To allocate vessels as required ; 

4. To schedule cargo movements; administer priorities for car- 
goes, and 

5. To act as claimant for materials and manpower for con- 
struction, operation, maintenance and repair of ships. 


The very broad priorities powers delegated by the President to the 
Secretary of Commerce have been redelegated through the Under 
Secretary for Transportation and the Maritime Administrator to the 
National Shipping Authority. Those priority and allocations powers 
are so extensive that there is nothing in the pending bill that would 
expand them in any way, so it seems to follow that this bill’s passage 
cannot be justified on the ground that further priority power is re- 
quired. Thus the priorities provisions of the bill seem to be both un- 
necessary and unreasonable. 

Senator Magnuson. I think at this point, because it is an important 
suggestion you make there, we ought to put in the record part 2 of 
that Executive Order 10219. It relates to ships and shipping. 

Mr. Morgan. I think part 1 is also a breakdown in some respects. 

Senator Magnuson. We will put them both in, transportation and 
storage, and ships and shipping. 

Mr. Morean. Warehouse and terminal facilities seem to come under 
the first part. 

(The document is as follows :) 


{For immediate release, February 28, 1951] 
EXECUTIVE ORDER 10219 


DEFINING CERTAIN RESPONSIBILITIES OF FEDERAL AGENCIES WITH RESPECT TO 
TRANSPORTATION AND STORAGE 


By virtue of the authority vested in me by the Constitution and statutes, in- 
cluding the Defense Production Act of 1950, and as President of the United 
States and Commander-in-Chief of the armed forces, and in order to assure the 
adequacy and effective utilization of transportation and storage facilities to 
meet the needs of national defense and of domestic and foreign commerce, it is 
hereby ordered as follows: 


PART I—DOMESTIC TRANSPORTATION AND STORAGE 


Section 101. The commissioner of the Interstate Commerce Commission who 
is responsible for the supervision of the Bureau of Service of the Commission 
shall, in utilizing the functions vested in him under the Defense Production Act 
of 1950: 

(a) Assemble and analyze data with respect to requirements to be imposed 
on domestic transportation and storage systems and facilities and with respect 
to the ability of such systems and facilities to satisfy such requirements. 

(b) Formulate such plans and programs, and take such actions, as may be 
desirable to meet requirements for domestic transportation and storage, includ- 
ing, among other things, programs and measures for increasing the efficiency 
and obtaining maximum utilization of domestic transportation and storage 
systems and facilities and for providing additional transportation and storage 
facilities. 
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(c) Coordinate and direct the domestic movement of passenger and freight 
traffic in cooperation with the Interstate Commerce Commission and private 
transportation organizations and agencies. 

(d) Allocate the use of domestic transportation and storage facilities by 
operators thereof, and allocate domestic transportation and storage services to 
the users thereof. 

(e) Administer such priorities as may be necessary to insure the movement 
of essential traffic, subject to such policies and orders as the Defense Production 
Administrator may prescribe. 

(f) Act as claimant for materials and manpower for the construction, opera- 
tion, maintenance, and repair of domestic transportation and storage systems 
and facilities. 

(g) Cooperate with the Secretary of Commerce, the Secretary of Defense, and 
the Secretary of the Interior, to achieve the effective coordination of inland 
and ocean transportation and the efficient operation of all port facilities to meet 
military and civilian requirements. 

(h) Cooperate with the Secretary of Defense and the Administrator of 
yeneral Services to achieve the effective coordination and utilization of storage 
facilities. 

(i) Utilize the services of the Interstate Commerce Commission and of such 
other Federal, State, and local agencies as he deems desirable in the performance 
of his functions. 


PART II-—-SHIPPING AND SHIP CONSTRUCTION 


Section 201. The Secretary of Commerce shall, in utilizing the functions vested 
in him by law, including those under the Defense Production Act of 1950: 

(a) Assemble and analyze data on the requirements for oceangoing merchant 
shipping, including the requirements of the Department of Defense for ocean- 
going merchant-type vessels, and the supply of merchant shipping of domestic 
and foreign registry available for meeting these requirements. 

(b) Formulate plans and programs for the construction of oceangoing mer- 
chant vessels determined to be needed to meet the requirements of national 
defense and domestic and foreign commerce, and construct such vessels as he 
may be authorized to construct. 

(c) Formulate and, as necessary, undertake the execution of plans and pro- 
grams for the reactivation of vessels from the national-defense reserve fleet, 
the requisition, purchase, charter, operation, maintenance, and repair of ocean- 
going merchant vessels, and the administration of war-risk insurance. 

(d) Allocate oceangoing merchant vessels as required to meet the needs of the 
Department of Defense and other Federal programs. 

(e) As necessary, schedule the movement of cargo, and administer priorities 
for the transportation of cargo, on oceangoing merchant vessels (other than 
those under the-control of the Department of Defense), subject to such policies 
and orders as the Defense Production Administrator may prescribe. 

(f) Act as claimant for materials and manpower for the construction, opera- 
tion, maintenance, and repair of merchant vessels. 

(g) Cooperate with the commissioner of the Interstate Commerce Commission 
responsible for the supervision of the Bureau of Service of the Commission and 
with the Secretary of Defense and the Secretary of the Interior to achieve the 
effective coordination of ocean and inland transportation and the efficient opera- 
tion of all port facilities to meet military and civilian requirements. 

(h) Represent the United States in dealing with shipping agencies of allied 
and associated governments in matters related to the use of shipping, acting 
within the framework of the national policy and under the guidance of the 
Department of State on matters of foreign policy and relations. 

(i) Establish such agency or agencies within the Department of Commerce, 
and utilize the services of such other Federal, State, and local agencies, as he 
deems desirable in the performance of his functions with respect to shipping 
and ship construction. 

Section 202. Nothing in this part shall be deemed to limit the functions of the 
Department of Defense. Any questions arising as to the application of this 
part which cannot be resolved by the agencies directly concerned shall be re- 
ferred to the Office of Defense Mobilization for decision. 
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PART III—AIR TRANSPORTATION 


Section 301. The Secretary of Commerce shall, in utilizing the functions vested 
in him by law, including those under the Defense Production Act of 1950: 

(a) Assemble and analyze data on the requirements of civil air transportation 
and of the Department of Defense for aircraft of the types used by civil air 
carriers. 

(b) Formulate such plans and programs, and initiate such actions, as may be 
desirable to meet the requirements for civil air transportation and for the types 
of aircraft used by civil air carriers, including plans and programs for (1) the 
transfer or assignment of aircraft from civil air carriers to the Department of 
Defense, when required to meet needs of the armed forces approved by the 
Director of Defense Mobilization, and (2) such redistribution as may be neces- 
sary of the remaining aircraft among civil air carriers to assure the mainte- 
nance of essential civil routes and services, 

(c) Allocate aircraft of the types used by civil air carriers as required to 
meet the needs of the armed forces and to maintain essential civil routes and 
services. 

(d) As necessary, schedule the movement of traffiic and administer priorities 
for the transportation of passengers, cargo, and mail by civil air carriers, sub- 
ject to such policies and orders as the Defense Production Administrator may 
prescribe. 

(e) Act as claimant for materials and manpower for the construction, opera- 
tion, maintenance, and repair of civil air transportation systems and facilities. 

(f) Establish such agency or agencies within the Department of Commerce, 
and utilize the services of the Civil Aeronautics Board and of such other Federal, 
State, and local agencies, as he deems desirable in the performance of his func- 
tions. ; 


PART IV-—-OTHER TRANSPORTATION FACILITIES 


Section 401. The Secretary of Commerce with respect to streets, highways, 
airports, and airways, the Secretary of the Army with respect to rivers, harbors, 
and inland waterways, the Secretary of the Treasury with respect to aids to 
navigation, and the Secretary of the Interior with respect to pipelines shall in 
utilizing the functions vested in them by law, including those under the Defense 
Production Act of 1950: 

(a) Assemble and analyze data on the requirements of the national defense 
for such transportation facilities. 

(b) Formulate plans and programs, and take such actions, as may be desirable 
for meeting such requirements and obtaining the most effective utilization of 
such facilities for national defense purposes. 


PART V—GENERAL PROVISIONS 


Section 501. As used in this order the term “domestic transportation” does not 
include transportation by air, pipeline, or coastal or intercoastal shipping. 

Section 502. Each agency of the executive branch of the Government shall, 
consistent with law, furnish to the officers to whom responsibilities are assigned 
by this order such information relating to its transportation and storage require- 
ments as such officers may request in the performance of their functions under 
this order. 

Section 503. Nothing in this Executive order shall be deemed to supersede any 
provision of Executive Order No. 10193 of December 16, 1950, or of Executive 
Order No. 10200 of January 3, 1951, or to alter the delegations of authority made 
by or under authority of Executive Order No. 10161 of September 9, 1950, or of 
Executive Order No. 10200 of January 3, 1951. The enumerations of responsi- 
bilities in Parts 1, IT, IIT, and IV of this order shall not be deemed to be exclusive 
or to limit or restrict the functions of the officers designated therein except as 
specifically provided therein. 

Harry S. Truman. 

THE Wuire Hovse, 

February 28, 1951. 


Mr. Morgan. I should like briefly to point out how as a practical 
matter rates that had risen in the free market were effectively reduced 
and brought under control by the simple device of breaking out ships 
from the reserve fleet. 
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About 185 ships have been withdrawn from lay-up and placed in 
Government service through general agency operation for the Nation- 
al Shipping Authority. On May 28, 1951, the Federal Maritime 
Board established rates for coal and grain to be carried on NSA 
vessels and reductions up to $3.50 per ton were effected. The ECA 
then adopted the same rates as the maximum payable on ECA cargoes 
and announced that if commercial tonnage were not available at 
these rates, more Government-owned vessels would be broken out. As 
a result, coal and grain rates are being stabilized at the NSA levels. 

So long as the Government controls such a large percentage of the 
total cargo as is the case today and so long as it has a surplus of ships, 
it can continue to add to the supply of tonnage to balance the demand 
for cargo space and in that simple manner control the rate situation. 

Senator Macnuson. In other words, there is no question about it, 
the establishment of NSA and the breaking out of Government ships 
has had some effect on stabilizing or stopping the inflationary trend 
of rates. Of course, the same would be true because if the Government 
would put these back into reserve it would be at a period of time 
when tonnage was not so tight and that would take care of the situa- 
tion. 

So as you move in and move out, according to the need for tonnage, 
you are going to have a greater effect on stabilization of rates. 

Mr. Morgan. I think so. 

Senator Magnuson. When you do not need these Government ships 
in operation, that is an economic period when rates are not going to 
he inflationary anyway. 

Mr. Morean. At this point, Mr. Chairman, I would like, with your 
permission, to add to the record a further fact with respect to the 
charts that Admiral Cochrane displayed. 

Senator Magnuson. Yes. 

Mr. Morean. I would like simply to add the WSA rates in effect in 
1946, to show the relationship between 1946 and today. 

On coal, United States North Atlantic to Antwerp, Rotterdam, the 
WSA rate was $11.10 per long ton, as against the present NSA rate of 
$10.50. On the coal, North Atlantic to the west coast of Italy, where 
the NSA rate is now $11.70, the WSA rate in 1946 was $13.70 a long 
ton, except to certain ports where it was $12.95. 

Senator Magnuson. That is 1946? 

Mr. Morean. 1946.. The old War Shipping Administration. On 
the grain from the Gulf to Holland and Belgium, where the NSA 
rate is $13.50—apparently the rate had reached $19—the WSA rate in 
1946 was $14.45. 

On grain from the Gulf to the west coast of India it had risen from 
$11.50 in 1950 to as high as $24.50, on which the NSA has established 
a rate of $23. The old WSA rate was $27.65. 

I think also that those figures illustrate the trends that do take 
place in the interim periods. 

Senator Maenuson. There has been a great deal of misinformation 
regarding this question of rates. 

Mr. MorGan. It seems so to me, sir. 

Senator Magnuson. If this hearing has not done anything else, 
I hope it will clear the record on this rate problem, where we have 
had a great deal of misinformation and where statements were made 
that were not consistent with the facts as they are. 
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Proceed, please. 

Mr. Morgan. The present authority of the Government in the 
field of rate regulation is even greater than its economic power. 

1. Berth rates in the foreign trade are established in the conferences 
and while nonconference members may quote lower rates to attract 
business, it is the conferences that fix the maximums. The Federal 
Maritime Board supervises conference activities and has the power to 
disapprove, cancel or modify any conference agreement that it finds 
to operate to the detriment of the commerce of the United States. 

All berth operators in foreign trade, whether or not conference 
members, are required to file schedules of their rates, charges, rules 
and regulations in connection with transportation of property from 
the United States to foreign points. 

2. Rates of common carriers in tlre domestic noncontiguous trades 
(Puerto Rico, Hawaii, and Alaska) are regulated by the Federal 
Maritime Board which may suspend rates that are unjust or unrea- 
sonable and may determine, prescribe and order enforced just and 
reasonable maximum or minimum or maximum and minimum rates. 

3. Rates of common carriers in the coastwise and intercoastal trades 
are regulated by the Interstate Commerce Commission and are re- 
quired to be just and reasonable, subject to suspension and prescrip- 
tion. Furthermore, the rates of such carriers are also held in check 
by the level of competitive rail and truck rates. Unless the water 
rates are lower, the traffic is lost to the competitive carrier. 

4. Rates of carriers in the domestic trades, who are otherwise un- 
regulated (bulk carriers), are regulated by the Office of Price Stabili- 
zation under the Defense Production Act. These are the tankers 
which carry sulfur, phosphate rock and the like. 

The regulated carriers, like the regulated utilities, were exempted 
from price or rate regulation under the Defense Production Act be- 
cause their rates and charges were already subject to control and be- 
cause it would be a confusing duplication to place them also under 
the regulatory jurisdiction of another Government agency. 

It would be no less confusing if duplicate regulatory authority were 
now given to NSA when rec ently it was denied to OPS. Effective 
controls, both statutory and economic, already exist and it therefore 
seems both unnecessary and unreasonable to superimpose others upon 
the existing ones. 

Senator Maenuson. On the other portion of your statement, I think 
I know what you are driving at regarding the bill. I think we can 
put that in the record. 

Mr. Morean. It isn’t long. I would like to make this point. It 
is most important. 

Senator Magnuson. The point is that I should be on the floor in a 
few minutes, or should be at the bell. I think I share the same views. 

Mr. Moraan. It is the most important point in my statement. 

Senator Magnuson. Go ahead. 

Mr. Morecan. An important constitutional guaranty is that private 
property cannot be taken for public use without payment of just 
compensation. Without that assurance, it seems that investors would 
be most. reluctant to invest private capital in essential industries be- 
cause of the constant possibility of Government seizure on a confisca- 
tory basis. 
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The bill proposes a system for shipping under which the Govern- 
ment would direct just where ships would go, what they would carry. 
and what their compensation would be. It seems impossible as a 
practical matter to distinguish that situation from out-and-out seiz- 
ure. The Government has full control in both instances. In one 
case it is called regulation and in the other requisition but the prac- 
tical effect is the same. 

Insofar as the rights and remedies of the shipowner are concerned, 
however, there is a substantial difference. In the case of requisition, 
the owner has his administrative and judicial remedies for just com- 
pensation. In the case of regulation under a warrant system, the 
owner must agree to accept Government-prescribed rates. And the 
fact that it is only fair and reasonable rates that he is required to 
agree to accept affords little comfort when there is no procedure 
afforded for determining what is fair and reasonable and what is 
not. 

Senator Magnuson. Would that suggested amendment applied to 
section 902 take care of that situation ? 

Mr. Morgan. I do not believe so, sir. 

The proceedings of regulatory agencies generally are subject to 
the provisions of the Administrative Procedure Act which was en- 
acted in 1946 to establish basic procedural principles to be observed 
in carrying out the quasi-legislative and quasi-judicial functions of 
such agencies. 

These principles included notice, an opportunity to be heard, a 
record of the proceedings, and a right of appeal to the courts from 
an administrative decision that is arbitrary, capricious or an abuse 
of discretion; that is unconstitutional or in excess of statutory 
authority; or that is unwarranted by the facts, unsupported by sub- 
stantial evidence or made without observance of the required 
procedure. 

Section 11 of the bill expressly exempts the administrators of the 
proposed warrants system from all of the provisions of the Adminis- 
trative Procedure Act except section 3 thereof, which simply re- 
quires that regulations be published in the Federal Register and that 
they be open for public inspection. Thus there would be no require- 
ment of notice or hearing and furthermore the owners would be 
deprived of their statutory right of appeal from illegal, arbitrary 
and capricious action. How, then, could the owner of a warranted 
vessel protect himself against rates established at an unfair and 
unreasonable level or established even at less than cost? 

Senator Magnuson. You suggest that section 11 be eliminated ? 

Mr. Moraan. I suggest either that section 11 be eliminated or, as 
was done in the case of the Defense Production Act, separate pro- 
cedure—— 

Senator Magnuson. Within this act itself? 

Mr. MorcGan. Within this act, be established. 

Senator Maenuson. Either let the Administrative Procedure Act 
apply, or if we are not going to have that apply, set out the procedures ? 

Mr. Morean. If that is not practical in this instance, then let us 
establish a procedure that is, but that does protect the individual prop- 
erty rights of the owners. 

Senator Magnuson. The 1941 act, I am sure, says nothing. 
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Mr. Morean. The 1941 act was only a priorities bill as passed by 
Congress. You could always operate without a warrant. You 
might have been delayed from time to time. 

Senator Magnuson. But it was advisable to have a warrant / 

Mr. Morean. It became advisable to have a warrant when they 
made an agreement with the underwriters. 

The Defense Production Act contains quite elaborate provisions 
for the protection of individual rights, including rights of appeal. It 
is true that the procedural provisions of that — are in lieu of those 
contained in the Administrative Procedure Act, but the former does 
contain standards to be observed in its administration and the right of 
appeal from regulations that are illegal, arbitrary, or capricious. It 
certainly seems unreasonable that the individual rights of shipowners 
should have less protection than is afforded industry generally. 

In conclusion, I submit that the Government now has full priorities 
and allocations power and it also has statutory and economic control 
over rates. It therefore seems that it would be both unreasonable 
and unnecessary to enact this bill. The objection to it goes deeper, 
however, because the bill, although advocated as a regulatory measure, 
would grant extraordinary police power under which an owner could 
arbitrarily be denied a warrant and therefore the right to do business. 
And even when warrants were granted, '» would have the single 
choice of going out of business or operating his ships exactly as and 
where he is told and for whatever compensation is specified. In addi- 
tion, he would not be afforded the right to a hearing or an appeal to 
protect his individual rights. I sincerely hope this bill will not pass. 

May I put in the record at this point, Senator, a survey of the ad- 
ministration of the World War Il Warrants Act? 

Senator Magnuson. I would be glad to have that. 

(The document referred to is incorporated in the printer’s record. ) 


* [From Shipping Survey, vol. 7, No. 2, April 1951] 
THE Suip WARRANTS Device—Past AND PENDING 


Legislation authorizing complete control of ships and shipping services has 
recently been prepared in the Maritime Administration in the Department of 
Commerce and has been introduced in both Houses of Congress by the chair- 
men of the committees that will consider it. If the Maritime Administration's 
bill were to become law in its present form, it would be illegal for a vessel with- 
out a warrant to use any facility for loading, discharging, lightering, or storage 
of cargo, any facility for the furnishing of oil, coal or other fuel, supplies, stores, 
or food, or any facility for the overhauling, drydocking, reconditioning, or repair 
of vessels. Furthermore, it would be illegal for anyone to grant to a vessel with- 
out a warrant the right to use any such facility or even to furnish any food or 
supplies. And this would be so even though the owner of the facility might also 
be the owner of the vessel. 

In order to obtain a warrant under the terms of the bill, a shipowner could 
be required to enter into undertakings with respect to the trades or routes in 
which such vessels shall be employed, the voyages such vessel shall undertake, 
the passengers or cargo to be carried, the fair and reasonable maximum trans- 
portation charges for cargo or passengers, and such incidental and supplementary 
matters, including such terms and conditions with respect to the use of the vessel 
and the transportation of cargo or passengers as may be necessary or expedient 
to effectuate the purposes of the bill. 


MORE DRASTIC CONTROLS IN NEW BILL 


Thus the bill proposes that unless a vessel owner consents both to give up as 
much control over the use of his property as the Government may, from time 
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to time, require and to permit the administrative authorities to specify just 
what his compensation is to be, he will be denied access to necessary shoreside 
facilities and consequently cannot use his ship at all. The degree of Government 
control over shipping that is contemplated by the bill is much more drastic than 
anything that has been proposed in the past. While it goes far beyond the con- 
trols that were authorized in the World War II Ship Warrants Act, a review 
of the history of the old law that was repealed in 1947 is of interest because 
of the pendency of the new bill. 

The ship warrants legislation of World War II was rushed through Congress 
in the early summer of 1941 after very brief committee hearings. The first bill 
was introduced in the House on April 29, 1941, the Merchant Marine Committee 
held hearings in executive session a week later, and the House passed the bill 
on May 20. The Senate committee held a 1-day hearing and the bill became law 
on July 14, 1941, just 2% months after introduction. 

The old United States Maritime Commission drafted and sponsored the bill 
which was designated H. R. 4583. It appeared to be far less drastic than the 
new legislation that has now been proposed, since the warrants that were then 
authorized simply entitled holders to priorities in the use of shoreside facil- 
ities. A ship without a warrant might have to wait until the requirements of 
warranted vessels had been met but there was nothing in that law to bar vessels 
without warrants from access to any and all shoreside facilities, after provision 
had been made for warranted ships. 


PROTECTION AVAILABLE IN EARLY PERIOD 


When a shipowner applied for a World War II warrant, however, he was 
required to enter into an undertaking with respect to the trades in which such 
vessel shall be employed, the voyages which it shall undertake, the class or 
classes of cargo or passengers to be carried, the fair and reasonable maximum 
rate of charter-hire or equivalent, and such incidental and supplementary mat- 
ters as appear to the United States Maritime Commission to be necessary or 
expedient for the purposes of the warrant. Sweeping as the undertaking was, 
it seemed at that time as though the shipowner would be able to protect himself 
against arbitrary or capricious exercise of the power of the Maritime Commis- 
sion by surrendering his warrant and then taking his chances on the availability 
of shoreside facilities. That possibility of escape, however, was pretty effectively 
cut off by extra-legal measures that were later taken by the War Shipping 
Administration and that will be discussed in another part of this survey. 

Shipping industry spokesmen at the hearings raised no objections to the pri- 
orities provisions of the old bill. They did, however, express concern regarding 
the undertakings that would be required with respect to the trades in which the 
vessels would be directed to operate and the rates of charter hire or the equiva- 
lent that shipowners of warranted vessels would be permitted to charge. 

A telegram sent the committee by a group of shipping companies and included 
in the record summarizes succinctly the two points in the bill which shipowners 
criticized in both the House and Senate. After stating their understanding 
that no public hearings were contemplated, the shipping companies said in their 
telegram : 

“Under these circumstances we confine our comments to urgent request that 
bill be amended to provide that terms of warrant shall be such as to provide 
just compensation and that warrant shall not be withheld by the Maritime Com- 
mission upon ground owner or charterer of vessel declines to surrender manage- 
ment and control of vessel to some other operator.” 

Industry representatives who attended the House executive hearings amplified 
these two points in their oral testimony. One spokesman pointed out that 
H. R. 4583 “in effect provides for an indirect requisitioning of all American-flag 
shipping by placing in the hands of a Government agency a control, which while 
negatively exercised, can compel any American-flag owner to dispose of his 
ships as that Government agency may direct.” He then pointed out that if ships 
were directly requisitioned under section 902 of the Merchant Marine Act, 1936, 
the Government would be required to pay just compensation but that H. R. 
4583 contained no such safeguard. 


JUST COMPENSATION RIGHT URGED 


It was also pointed out that hardship would be worked on domestic trades 
operators if their ships were ordered into foreign trades and placed under man- 
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agement of a berth operator on the route. The addition of a proviso requiring 
payment of just compensation was accordingly recommended as were two other 
provisos, one requiring the Commission to utilize management facilities of exist- 
ing operators and the other providing that a warrant could not be withheld 
because of the refusal of an operator to turn over management of his vessel to 
some other operator. 

The Maritime Commission opposed these recommendations and although mem- 
bers of the House committee expressed considerable sympathy for the operators’ 
views, when the committee finally reported a clean bill, H. R. 4700, it contained 
nothing on just compensation, and the pleas of operators for protection as to 
management had been watered down to cover husbanding of the vessel only. 
The four substantial amendments to the original bill adopted by the committee 
und approved subsequently by the House were: 

1. A provision protecting the owner’s right to man, victual, supply and other- 
wise husband his ship, but not protecting his right to manage and operate it. 

2. A provision preserving the coastwise laws. Some fear had been expressed 
that the bill might authorize the Commission to permit foreign-flag vessels in this 
trade. 

3. A prohibition against requiring payment of fees solely for the privilege of 
carrying cargo on any route. 

4. A provision protecting c@lliers in the Atlantic coastwise trade from being 
ordered to other services, inserted at the request of the coal industry and the 
New England area. 

H. R. 4700 reached the Senate May 23, but the Senate Commerce Committee, 
headed by the late Senator Josiah Bailey of North Carolina, did not hold its 
hearing until June 24, and then confined it to one day. Only industry witnesses 
were heard formally by the Senate committee, but a member of the Commission's 
legal staff was present and joined in the discussion several times. Francis 
S. Walker, now General Counsel of the Maritime Administration, appeared for 
the American Merchant Marine Institute, and devoted most of his testimony 
to the just compensation point. As a second choice to just compensation, 
Mr. Walker suggested an amendment requiring that the rates to be fixed for 
warranted vessels be fair and reasonable. This alternative finally was adopted 
by the committee and was included in the law as enacted. 

When the bill was reported to the Senate on June 27, the committee recom- 
mended two substantial amendments. One insert@7 the words “fair and reason- 
able” before “maximum rate of charter-hire or equivalent” in the list of condi- 
tions that the Commission might attach to warrants. The second would have 
prohibited the Commission from requiring an owner to relinquish, in addition to 
the vessel husbanding functions inserted by the House, the right of managing 
und operating his vessel. ‘The first amendment remained in the bill but the 
second was eliminated in the Senate-House conference. The bill was signed by 
the President and became law on July 14, 1941. 

As enacted, the authority conferred by the law would have expired on June 30, 
1943, but an amendment enacted June 16, 1942, extended its life until 6 months 
after the termination of the war, as was done with all emergency statutes. 
However, the World War II ship warrants law actually was repealed on July 
25, 1947. . 


THE COMMISSION'S ASSURANCES 


All of the industry witnesses at the Senate hearing had stressed the just- 
compensation issue and had also asked that an owner's right to continue to 
manage his own vessels be protected. The fears that were expressed on the 
former subject had been generated, in part at least, by testimony at the House 
hearings by John J. Dempsey, a member of the Commission, that the proposed 
powers would be used to control rates. Such fears were largely set at rest, 
however, when the Maritime Commission filed for the Senate record a memoran- 
dum on H. R. 4700 which concluded as follows : 

“Conclusion. —The bill is designed and will be administered only as priorities 
legislation, a regulatory plan for which there is ample legislative precedent and 
which will meet a vital need of our defense and our domestic economy. 

“The bill does not authorize nor will it be administered as a direct or indirect 
means of taking property or putting it to a public use without just compensation. 

“Any just-compensation provision would be an invitation to, and a source of, 
controversy and litigation which may be disastrous to attaining the objective of 
the bill. 
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“The bill must be enforced and construed in harmony with existing law for the 
taking of vessels or the use thereof. No just-compensation provision is neces- 
sary in H. R. 4700 because it is already provided by existing law in the event 
of circumstances which would warrant its use.” 

Had the shipping industry been able to look into the future, it would have 
taken small comfort either from the reassuring language of the Maritime Com- 
mission’s memorandum or from the possibility of being relieved from the burdens 
of arbitrary administrative action under the undertakings by operating without 
a warrant and foregoing priority privileges. 

After passage of the Warrants Act, there was in fact no great shortage of 
shoreside facilities. Here and there, there were a few scattered instances when 
a vessel experienced some short delay but by and large there was no need for 
priorities. As a result, some owners preferred not to apply. for warrants but to 
take their chances on being able to get necessary services in port. Thus at the 
outset, the controls that were authorized in order to assure priorities were neither 
necessary to accomplish the purposes for which they had been requested by the 
Maritime Commission and for which they had been provided by the Congress nor 
did they make it possible for the Commission to accomplish fully all of the col- 
lateral objectives that were apparently desired although not specifically au- 
thorized. 

In this situation the War Shipping Administration, which was then undertak- 
ing to provide war risk insurance, appealed to the insurance underwriters of 
Great Britain and the United States, who were associated with it in the war 
risk business, for cooperation to make it virtually impossible for a ship to operate 
without a warrant. This cooperation was had when the underwriters were per- 
suaded to insert in their policies covering marine risks on American vessels a 
rider to the effect that no claims would be paid unless throughout the life of the 
policy the owner of the vessel bad been in possession of a United States of 
America ship warrant or unless during that time the owner was in possession 
of a letter from the Maritime Commission or the War Shipping Administration 
saying that he was entitled “to the privileges with respect to insurances of a 
United States of America ship warrant in respect of such vessel.” Such riders 
were attached to all policies becoming effective upon and after Februery 20, 1942, 

Thus the Government shipping authorities were able by resort to the insurance 
underwriters to gain power that had not been delegated to them by the Congress. 
The shipowners, faced as they were with the extreme hazards of war, could 
not afford to operate without insurance protection and to get protection they 
had to apply for warrants and to accept the conditions attached to the under- 
takings. 

EFFECTS OF THE WARRANTS ON THE RATE STRUCTURE 


The movement of world time charter rates for large dry cargo vessels prior to 
the enactment of the Ship Warrants Act falls into three distinct periods: (a) a 
steady rise in rates from the outbreak of war in Europe to the fall of France (in 
which period time charter rates rose nearly 140 percent): (b) a sharp break 
in rates following the fall of France; and (c) a gradual recovery in the second 
half of 1940 followed by a rapid rise in the first half of 1941. 

The trend of world time charter rates on a quarterly basis for this period, as 
reported by the Maritime Commission was as follows: 

Per dead-weight 
ton per month 


1939—Third quarter ania Geihiaeiatededh ak ae iad etnies atneitioenieak CE 
I NI ie so ciig sul econincnls Wine ok caso ieivhgi pinch eiaiacspiecontisni cea inthe aa 
1940—First quarter- eater alti coke gh eben ea amine ed hciveic duh oiiais 3. 95 
SN a nik a Raced ceaiict he Macon os Hogi po alipeeneiee sateen eas ode sles ettisiclss te - 5.13 
SN a ics ca She siege tales es sic aoe x ena ne pencdace cech tpikcateaieetgin odd 
Fourth quarter__ sebaaie roca’ Slade ae ndeealcis haiacsladahlas abies wsieitbnaiits 3. 76 
1941—First quarter_ bina cereale nin apncanaabat ceclipwijthia srbemetieg i ks sain 1s ee 
PII 5 RR see nai vscice heen edge tice dchen tel eM Aaah ct lh bs Schaal 10. 20 


The rates prevailing at the outset of hostilities in Europe were depressed as 
a result of a world-wide surplus of tonnage. With the outbreak of war, however, 
world demand for tonnage revived and rates began to rise. But American-flag 
vessels did not immediately participate in the upturn because the approval of 
the Neutrality Act on November 4, 1989, made it unlawful for American vessels 
to enter combat zones. The market for American ships was badly depressed 
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when, overnight, a large part of the American fleet was thrown into forced 
idleness. 

By the spring of 1940, however, employment was found for American-flag ves- 
sels in replacing British ships withdrawn from the commercial services to India 
and the Far East because of Britain’s wartime demands for shipping space. 

The fall of France brought a sharp drop in the world time charter market. 
Hundreds of vessels which had been engaged in trading to the Continent were 
suddenly tossed upon a temporarily contracted market. 

The break was short-lived, however, and a combination of two factors brought 
the world time charter rate to $10.20 per dead-weight ton in the second quarter of 
1941. In the first place, available foreign-flag tonnage declined because of 
sinkings and because of a diversion of ships from commercial routes by bellig- 
erents. This left only neutral tonnage, including that of the United States, avail- 
able for these services. In the second place there was a sharp increase in Ameri- 
can economic activity. For vessels in the 10,000 ton category, the typical char- 
ter rate in this period was in the neighborhood of $8 dead-weight ton. 


THE ROLL-BACK IN TIME CHARTER RATES 


Beginning early in 1941, the Maritime Commission took steps to check the 
rise in charter rates. These included the release of tonnage from the Com- 
mission's laid-up fleet, the refusal to permit sale of vessels on the terms most 
favorable to the owner, and direct control over charter rates on vessels chartered 
by subsidized operators. 

Despite the assurances that had been given to the Senate in the Maritime 
Commission memorandum, promptly after the enactment of the Warrants Act, 
the Maritime Commission moved to reduce time-charter rates. Effective August 
1, 1941, a maximum scale of time-charter rates for dry cargo vessels based on 
$4.50 per dead-weight ton per month was established for vessels of 10,000 tons 
and over with a speed up to 12 knots. The Assistant Director of the Commis- 
sion’s Division of Emergency Shipping told a congressional committee that the 
new scale “represents an arbitrary reduction of $3 per ton under what had been 
more or less considered a going rate prior to that time.” A further reduction to 
$6.25 per dead-weight ton for vessels of 10,000 tons and up, of 10 knots speed, 
was made on January 20, 1942. As in the earlier action, the new rates were in- 
corporated into the warrants system and were a condition for the continued 
holding of warrants and the issuance of new warrants. 

Rates had now been brought below the level of the fourth quarter of 1939 
and vessel owners entered strong protests over the reductions. Evidence was 
submitted to justify an upward revision to meet increased operating costs. 
Then on May 14, 1942, WSA General Order No. 8 was released retroactively 
raising the time charter rate for sailings between January 20 and May 16, 1942, 
to $3.75 per dead-weight ton, and establishing a rate for sailings after May 16 
of $4 per dead-weight ton. 

Thus, the Warrants Act was used to cut back time-charter rates 50 percent. 
As Admiral Emory 8S. Land, Maritime Commission Chairman and War Shipping 
Administrator, said on June 10, 1943, before the House Merchant Marine and 
Fisheries Committee : 

“Generally speaking, the 1941 prosperity was not based on moneys received 
from the United States Government, for we were then at peace and had not requi- 
sitioned our merchant fleet, but rather on the great improvement in the steam- 
ship business in that year, which was world-wide in scope. The history of the 
steamship industry, indicates that. these peak periods occur once in 10 or 20 
years. In this case, the boom was rather short-lived, since the Maritime Com- 
mission and the War Shipping Administration rates of hire have drastically 
reduced steamship earnings.” 


THE TREATMENT OF FREIGHT RATES 


Whereas time charter rates were in time brought under strict control under 
the agreement with the insurance underwriters and the Warrants Act, Govern- 
ment action in regard to conference freight rates was characterized at first by 
admonitions against further increases and later by authorizing various rate sur- 
charges. On February 25, 1941, the Commission wrote all conferences asking that 
they provide “immediate advice of all agreed increases in freight rates” together 
with a “statement fully justifying the contemplated increases.” Then on May 1, 
1941, the Commission again wrote to the conferences calling attention to the many 
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proposals to increase rates further despite the letter of February 25. Stating 
that rates had already reached the maximum “justifiable under presently existing 
conditions,” the letter added that, “The Commission will take whatever action it 
deems suitable or necessary to insure the maintenance of transportation charges 
within reasonable and proper levels.” On May 20, 1941, the Commission observed 
in another letter to the conferences that, notwithstanding the previous communi- 
cations, new increases had been made effective on and after May ist. The 
Commission “requested, therefore, that any such increases be cancelled forth- 
with.” 

When the maximum scale for time charters was established effective August 
1, 1941, the Commission requested the conferences to submit new tariffs “to be so 
made that the yield to owners and/or operators will not exceed the above charter 
rates * * * plus reasonable additional allowances for management over- 
head, profit and loss risk, etc.” The first specific general rollback of conference 
rates did not come until January 20, 1942. At that time the Commission directed 
the conferences to adjust rates to the level of September 1, 1940. Provision was 
made in the order, however, for the approval of surcharges above that level to 
cover increased costs. A few days later on January 29, 1942, a surcharge of 18 
percent was established in the United States Atlantic and Gulf-Persian Gulf 
service. This was raised to 47 percent on April 16, 1942. Other surcharges 
were rapidly authorized, sometimes because it was found that rates “were unduly 
depressed by non-conference competition from many foreign-flag vessels which 
could not return to Europe * * *” or that “the earnings of the carriers have 
been reduced as results of a change in the type of cargoes available in the trades 
and by export restrictions.” AJ] in all, in the weeks, months, and years follow- 
ing the January 20, 1942, order on conference rates, over 600 rate orders affect- 
ing surcharges were issued by the War Shipping Administration. Thus, although 
time charter rates had been cut in half, the effect of the rollback of conference 
freight rates was being minimized through a multitude of authorized surcharges. 

The difference in the treatment of time charter rates and freight rates prej- 
udiced owners who did not have foreign berth services. These included the un- 
subsidized domestic operators who, at the Government's request, had taken 
vessels off their domestic berths and had made them available for service in the 
off-shore trades to meet the pressing need for additional tonnage. Furthermor?, 
domestic berth operators were already subject to rate control either by the 
Interstate Commerce Commission or the Maritime Commission. 


OFFSHORE BERTH OPERATORS FAVORED 


On July 28, 1941, 2 days before the maximum time charter scale was announced, 
the Maritime Commission made public its policy whereby additional tonnage 
added to particular berths in foreign trade would be operated on an agency basis 
by the regular berth operator. 

In announcing this policy, the Commission said: 

“The purpose of this policy has been to unify the operation and at the same 
time to protect regular berth operators in the routes on which they have been 
operating. To allow, for example, a coastwise operator whose vessels are trans- 
ferred to offshore trade to continue to operate them independently necessarily 
puts that coastwise operator in competition with the offshore operator. In many 
cases offshore operators have contributed many of the best units of their fleets 
to the Army and Navy, thus greatly reducing tonnage available to meet the 
increased demands for defense cargo space on their regular routes. It is for 
the purpose of making up the loss of that tonnage and in many cases increasing 
it, in order to meet the vital defense needs of the country, that tonnage has been 
transferred from other and less important routes. 

“In insisting on the agency arrangement with the regular operator on the 
route, the Commission felt that it would be most unfair to permit another com- 
pany, in effect, to take advantage of the position of the regular operator and 
set up a competitive service at a time when the regular operator, through no 
fault of its own, is not able effectively to meet the competition. Of equal 
importance also to the Commission has been the fact that the regular operator 
is in a position to render the service with less confusion to the shipping 
situation.” 

That policy of protecting berth operators in the foreign trades from competi- 
tion was adopted at a time when the Maritime Commission was expressing 
concern about freight rates. The natural effect of competitive conditions and 
additional tonnage in those trades would have been a lowering of rates but 
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the policy adopted was on the one hand to discourage competition and on the 
other to control rates by administrative orders. 

The course pursued by the Commission discriminated to a marked degree 
against the unsubsidized owners who for the most part did not have foreign 
trade berths. They were expected to be content with the low time charter 
rates that the berth operator could pay under the warrants system while the 
berth operator was not only protected in the enjoyment of the benefits of berth 
rates that were generous indeed by comparison but under the Commission's policy 
he was permitted to enjoy them with the unsubsidized owners’ ships. 

Increased cargo has a leverage effect on steamship earnings on the berth 
because freight rates are usually established at levels designed to produce a 
profit when vessels are operating substantially below capacity. For example, 
liner operators have ended the year in the black even though less than 60 percent 
of the capacity of their vessels has been utilized. As a result the profitability 
of berth operations rises rapidly with increased cargo volume. 


BERTH VERSUS TIME CHARTER EARNINGS 


For the berth operators who were able to maintain their services in foreign 
trade, 1941 was a year of unlimited demand for space and great prosperity. The 
cargo offerings were so great that from February 1, 1941, to July 1942 one 
subsidized company chartered foreign-flag vessels for over 20 voyages on its 
essential routes to handle cargoes in excess of the capacity of its own fleet. 
Under those conditions, the berth operator was fortunate indeed to be able 
to obtain ships from unsubsidized owners at low time charter rates and to be 
able to fill them with cargo at rates that were fixed to return a profit at 
substantially less than full capacity utilization. 

The discrimination as between operators who were able to remain on berth 
in 1941-42 and those who had to arrange time charters for their vessels is 
suggested by the fact that the net profits after taxes of the subsidized companies 
which in large measure were able to continue their berth services through 
1941 rose 667 percent between 1939 and 1941 in contrast to a rise of only 
103 percent for the unsubsidized companies who for the most part did not have 
berths in foreign trade. Some of the increase for the subsidized companies is 
accounted for by reason of their more liberal tax treatment but it seems neces- 
sary to conclude that the predominant factors were the policies of the Govern- 
ment under the Ship Warrants Act. 

Another example of the discriminatory effects of those policies is found in 
the relationship between berth rates as a whole and time charter rates. Both 
may be roughly converted to bareboat rates. Nonberth operators were re- 
stricted after August 1, 1941, to time charter rates based on $4.50 per dead- 
weight ton per month for 10,000 ton ships. This was equivalent to a bareboat 
rate of $1.75 to $2.50. Earnings on the berths reduced to bareboat equivalents 
were consistently at least twice as high and, in some cases, four times as high. 
Typical net earnings in offshore berth operations recorded in the second half 
of 1941 were: 

Per dead-weight 
ton per month 
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The concern shown by the Maritime Commission during this period for the 
berth operator is illustrated by the policies it pursued in chartering to private 
owners its own laid-up ships. For example, when the West Chetac was chartered 
out on a bareboat basis by the Commission on April 22, 1941, bids were received 
from two companies, that were not subsidized operators on the berth, of $21,600 
and $16,570 per month, respectively. These amounts were equivalent to about 
$2.53 and $3.11 per dead-weight ton. The invitation to bid had specified an upset 
figure of $17,100 per month, or the equialent of $2.00 per dead-weight ton. The 
subsidized operator on the berth bid. exactly $17,100 and got the vessel. 

That situation was repeated on many occasions, and it caused concern not 
only because it seemed to involve discrimination against unsubsidized owners 
but also because under those charters the Commission continued to receive bare- 
boat charter hire for its vessels that approximated $7 to $8 per dead-weight ton 
ona time-charter basis at a time when under the warrants system the basie rates 


for private owners had been set as low as $3.25 per dead-weight ton. 
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FURTHER INEQUALITIES IN WARRANTS SYSTEM 


There were a number of other reasons why shipowners who did not have 
foreign berths were extremely reluctant to apply for warrants and thereby to 
subject themselves to the announced policies of the Maritime Commission. For 
example, submission and control placed owners at a disadvantage with many 
foreign operators who were not effectively controlled until the insurance agree- 
ment had been arranged. There were also inequalities that resulted from the fact 
that some owners were receiving high time-charter rates on fixtures made before 
general orders rolling back rates were issued, while owners who wished to 
arrange charters thereafter were restricted to the lower charges that were 
specified. 

Futhermore, time-charter rates were rolled back to 1940 levels and freight 
rates were regulated in relation to the rates in effect at that time. Under the 
Emergency Price Control Act of 1942, prices generally were established on the 
basis of those prevailing during the first half of October of 1941. Later the 
Cost of Living Stabilization Act of 1942 provided in substance that stabilization 
should be effected so far as practicable on the basis of levels which existed on 
September 15, 1942. 

Thus there was a considerable period during which shipping rates were 
under control while at the same time the factors that govern shipping costs 
were not. No other segment of the American economy was controlled so early, 
at so low a level or by such extralegal means. The result was that shipping earn- 
ings broke sharply in 1942, a fall that was softened only by the earnings of the 
subsidized companies. In that year the earnings of all corporations remained 
at 1941 levels while those of the railroads rose another 80 percent after very 
sharp earlier increases. 

The earnings of the unsubsidized shipping companies were reduced to a point 
only 10 percent above 1939 levels, while all corporations were 89 percent above 


1939 and the railroads were 853 percent higher. The comparison is shown in 
the following table: 


Index of net profits after tares 








[1939= 100] 
1939 1940 1941 1942 
All shipping : : 100 214 362 164 
Subsidized shipping jaeoeaie 100 346 767 304 
Unsubsidized shipping as : nape 100 Tél | 203 110 
Class I steam railways. - - : : | 100 | 195 529 953 
All corporations. ___..__. paded Soelaeeleeen eed 100 129 | 188 189 





After the break in shipping earnings, the Government proceeded to take over 
complete control through exercise of its requisitioning power. Thereafter the 
ships were operated by the shipping companies as agents for the War Shipping 
Administration. The matter of just compensation for the value of the ships 


taken for title and for the value of the services of those taken fer use Was, and 
still is, a matter of serious controversy. 


THE COMING CONGRESSIONAL HEARINGS 


A new and more drastic warrants system has now been proposed for enact- 
ment. Hearings are expected to be held in the not too distant future before 
the Senate Commerce and House Merchant Marine Committees, whose mem- 
bers will be faced with basic conditions quite different from those that existed 
10 years ago. Today there is a surplus of ships instead of a shortage. The 
Government itself at the end of February 1951 owned 1,948 ships which it was 
holding in reserve in its laid-up fleet and which are available to relieve any 
shortage. Furthermore, new vessels of friendly nationalities are constantly 
being added to the world fleet as they are delivered by the shipyards. Today 
the ship lanes are open; and, while it is not possible to predict what may happen 
in the future, at least at the present time there are no ship losses due to sub- 
marine activity. 

In the light of the more favorable conditions of today, there should be ample 
opportunity for Congress to study very carefully the new legislation that has 
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been proposed. If the committees conclude that some legislation is necessary, 
then thoughtful attention can be given to defining standards for its administra- 
tion designed to enjoin regulatory measures thereunder that would be arbitrary, 
discriminatory, or inequitable. 

Senator Magnuson. Are you of the same opinion; that, if we do 
have an emergency as has been suggested, we should have some system 
of pooling our allied shipping? 

Mr. Morgan. Yes, sir. 

Senator Magnuson. Whether it be the warrant system or this type, 
but some system ? 

Mr. Morgan. We should have some system. 

Senator Macnuson. But that any legislation we might pass now 
should be literally stand-by, until that condition exists? 

Mr. Morean. It certainly should be stand-by. It seems to me that 
if you get into a period of general requisition, where the ships are 
taken for either use or title, from that point on the individual ship- 
owner has only his rights to just compensation anyway. If the Mari- 
time Administration then wants to subject all its ships, ships that it 
controls, to warrants, we have no interest in the matter. If our rights 
can be protected up to the time of requisition, I think we have no prob- 
lems at all. 

Senator Magnuson. Thank you, Mr. Morgan. 

We have Mr. Thompson as our next witness. He is president of the 
American Waterways Operators, Inc. 


STATEMENT OF CHESTER C. THOMPSON, PRESIDENT OF THE 
AMERICAN WATERWAYS OPERATORS, INC. 


Mr. Tuomeson. Mr. Chairman, I would like, in the interests of 
saving time, to submit my statement for the record and make a few 
remarks about the purpose of it, primarily and for the sole purpose 
of American Waterways Operators being represented in this hearing 
to ask exemption from the proposed Ship Warrant Act for inland- 
harbor services. We do not see any application, any need for this type 
of legislation as applied to the so-called shallow-draft services of the 
country. 

It is true that in the Ship Warrants Act of 1941 inland, Great Lakes, 
and harbor services were exempt by regulation. The situation is 
changed somewhat now. We think that the exemption should be by 
statute rather than to take a chance on it by regulation. 

Senator Magnuson. Right there, as long as the Admiral is here: 
I believe you said, Admiral, earlier in the heari ing, that insofar as you 
knew there was no intention to have this apply to inland waters. 

Admiral Cocnrane. That is correct, Mr. Chairman. I think the 
only question is of convenience in policing of the shore facilities. I do 
not press that. There is no objective control as applied to them. 

Senator Magnuson. Mr. Thompson feels that we ought to spell it 
out. 

Mr. Tuompson. I do, in the statute itself. I would like to call atten- 
tion further, Mr. Chairman, that all elements of water transportation 
of shallow-draft vessels are subject to control now under the provisions 
of general law and under the provisions of the Defense Production 


Act. 
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The Office of Defense Transportation—the Defense Transportation 
Administration—controls the traffic of all water services. It can 
require priorities; it can require that equipment be put in certain 
specified types. 

Senator Magnuson. Your rates are all controlled? 

Mr. THompson. The common-carrier rates are controlled by the 
Interstate Commerce Commission, and all other rates are subject to 
regulation and control by the office of Price Stabilization. 

The Defense Transport: ition Administration is the claimant agency 
for materials, for facilities, for manpower, for all types of domestic 
water-transportation services, with its related services such as light- 
erage, stevedoring, and so forth in the harbors of the Nation. Under 
this bill it is conceivable that the Maritime Commission, the Maritime 
Administrator, if he saw fit, can take control of the traffic on the upper 
Mississippi River as far as Mnindegittis and St. Paul. They are as 
much a part as the border of New York or on The Dalles on the Co- 
lumbia River. 

We think the exemption should be spelled out in the law. 

Senator Magnuson. We will put your full statement in the record 
and anything else that you have to put in. 

Mr. Tompson, That is all that I have. 

Senator Magnuson. I see here that the statement spells out what 
organizations the American Waterways Operators represents. 

(The document referred to is as follows :) 


STATEMENT OF CHESTER C. THOMPSON, PRESIDENT, THE AMERICAN WATERWAYS 
OPERATORS, INC., WASHINGTON, D. C. 


Mr. Chairman, my name is Chester C, Thompson. I am president of the 
American Waterways Operators, Inc., a national association of the barge and 
towing-vessel industry, which maintains its principal office at 1819 F. Street NW., 
in Washington, D. C. Members of American Waterways Operators provide all 
types of water transport and related services on the inland rivers and watet- 
ways, bays, sounds, and in the harbors of the Nation. 

As introduced, 8. 1221 authorizes the President of the United States, in his 
judgment and discretion, to establish a ship-warrants system under which all 
commercial vessels, regardless of size or the trades in which employed, would be 
controlled by an agency of Government. It must be assumed that S, 1221 is 
intended to be permanent law, as there is no provision therein for its expiration 
with the present national emergency or at the cessation of hostilities in the 
event of war. 

During World War II similar legislation was in effect, which was originally 
administered by the former Maritime Commission and later by the War Ship- 
ping Administration. Under the regulations issued pursuant to the Ship War- 
rants Act of 1941, all vessels operating on the inland rivers and waterways, in 
the harbors, and on the Great Lakes were exempt. Under section 4 (a) of 
S. 1221, the President may except from the ship-warrants’ regulations such 
vessels as he may deem appropriate; however, there is nothing whatever in this 
bill, as introduced, that specifically provides for exemptions as to classes of 
vessels or trades in which they are employed. 

In the event of the enactment of this legislation, there is little doubt but that 
the President will delegate his authority thereunder to the Secretary of Com- 
merce or to the Maritime Board, the Maritime Administrator or the National 
Shipping Authority—all elements of the Department of Commerce under the 
over-all control and jurisdiction of the Secretary. None of these—the Maritime 
Board, the Maritime Administrator, nor the National Shipping Authority—have 
any ordinary responsibilities in connection with inland and harbor services and, 
thus, cannot be expected to be familiar with the problems of those trades and 
areas. 

The barge and towing-vessel industry of the United States does not believe 
there is any need for legislation of this nature, as applied to the inland waters 
and to the harbors. Existing agencies of the Federal Government now have all 
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the authority necessary to accomplish the objectives and purposes of S. 1221 
with regard to inland and harbor water transportation and its related services. 
This authority stems from the Defense Production Act of 1950, and the amend- 
ments thereto now pending in the Senate and House of Representatives do not 
in any manner mitigate or lessen such authority. 

The Defense Transportation Administration now has and is presently exer- 
cising control of all domestic water transport services as well as of docks, 
wharves, shore-side warehouses, stevedoring, ete. That agency can do anything 
it believes necessary and essential to the defense effort, as concerns and affects 
all types of water services. It can require that vessels be placed in specific 
trades and establish priorities for the loading and discharge of cargo. As the 
claimant agency for domestic surface transportation, it controls materials, sup- 
plies, facilities for repair and maintenance, as well as the manpower require- 
ments for all domestic water transportation including harbor services and port 
facilities. 

The Defense Transport Administration, however, does not have any control 
over the rates and charges of domestic water transport and related services; 
that avenue is not open inasmuch as the Office of Price Stabilization of the 
Economic Stabilization Agency and the Interstate Commerce Commission, to- 
gether, have control over all rates, charges, and conditions of all water carriers 
and operators in the United States. If they are common carriers their rates 
are subject to approval by the Interstate Commerce Commission, and if they 
are contract carriers their rates, charges, and conditions of application are 
subject to approval by the Office of Price Stabilization. 

As the representative of the barge and towing vessel industry, naturally I 
do not know whether there is a need for this legislation in the offshore and 
foreign trades. As has been indicated, there surely is no need for it in any 
element of domestic water transportation, all gaps having been closed in that 
area which would permit existing agencies of Government to control effec- 
tively all aspects of such water-transport services. Inasmuch as there is no 
assurance that the official or agency delegated the administration of the Ship 
Warrants Act will exempt, by regulation, inland water and harbor services 
from the provisions thereof, it is urged that they be made exempt by an appro- 
priate amendment to S, 1221. 

Certainly the emphasis of this bill is on offshore and foreign shipping, and 
not on inland or harbor services. Thus it would appear only reasonable that 
the proposed legislation be amended so as to exempt, by statute, all inland rivers 
and waterways, lakes, bays, and sounds. Such action would eliminate the 
overlapping of authority of Government agencies, all of which presumably would 
seek more efficient utilization of the various phases of domestic water transpor- 
tation at fair and reasonable rates, charges, and conditions for the users—in- 
cluding the United States Government—of these water transport and related 
services, 

The barge and towing vessel industry is fully cooperating with the Defense 
Transport Administration, the Office of Price Stabilization, the Interstate 
Commerce Commission, the Petroleum Administration for Defense, and other 
agencies concerned with aspects of domestic water transport services. It will 
continue this cooperation, patriotically and wholeheartedly, and thus hopes the 
industry will not be saddled with additional controls and regulation by inclu- 
sion under the provisions of the proposed Ship Warrants Act of 1951. 


Senator Magnuson. The Transportation Association of America 
has a statement which they want to put in the record in opposition to 


the bill, a statement by Donald D. Conn, executive vice president. It 
is a very short statement. 


STATEMENT OF DONALD D. CONN, EXECUTIVE VICE PRESIDENT, 
TRANSPORTATION ASSOCIATION OF AMERICA 


Mr. Conn. Yes, sir; that is right. I came back from New York 
this morning. 

Senator Macnuson. We will be glad to hear from you. 

Mr. Conn. I cannot add anything to what others have said in oppo- 
sition to the bill, except to say that when the bill first reached the 
association it was thoroughly appraised and by unanimous vote of our 
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«7 directors, who represent national groups, industries, retail and 
wholesale trades, and all forms of transportation, including the rail- 
roads, they voted unanimously to oppose the bill because of the broad 
implications of its powers. 

As I say in my statement, I am not competent to go into the details 
of operations of shipping companies. But the bill seems to go far 
beyond at least what our board thinks is necessary under the existing 
situation. 

Senator Magnuson. I think that all of us would agree that under 
the present situation it would go much further. But we are thinking 
in terms of a different situation if and when—we hope it does not—it 
urises. Whether this is the answer, I do not know. 

Mr. Conn. Let me suggest that when that time comes we will be 
glad to suport, Nation-w ‘ide, in any Way we can, any necesary legisla- 
tion to immediately meet the situation. This bill is so broad you could 
drive a team of horses through it as far as power goes. 

Senator Magnuson. We will insert your statement in full in the 
record. 

(The document referred is as follows :) 


STATEMENT OF DoNnaLD D. CoNN, EXkCUTIVE VICE PRESIDENT, TRANSPORTATION 
ASSOCIATION OF AMERICA 


My name is Donald D. Conn. I am executive vice president of the Transporta- 
tion Association of America. 

The association is a research and educational institution with headquarters 
in Chicago, Ill, and branch offices throughout the United States. ‘It is supported 
by memberships of over 10,000 enterprises including all forms of transportation, 
farm groups, industries, banks, insurance companies, wholesale, and retail trades. 
Its roster also includes 125,000 influential citizens who reside in 9,200 towns and 

county seats of the Nation. 

The association is dedicated to the determination and adoption of sound na- 
tional transportation policies which will provide the public with the most effi- 
cient services at the lowest rates compatible with fair treatment of labor and 
an opportunity for the private investor to earn an adequate return. It is unal- 
terably opposed to measures which threaten the structure of competitive private 
ownership of these public services and to Government controls which are not ab- 
solutely required to protect the public interest. The structure of the association 
is outlined in exhibit A, attached. 

As a result of careful study of S. 1221 the board of directors of this association 
(exhibit B) voted unanimously to oppose this measure with all vigor. It has 
so recommended to the members of its regional forums, enterprise councils, and 
to all farm, trade, and civic organizations throughout the Nation. 

I am not an expert on water transportation and do not appear in that capacity. 
Various directors of this associaton who represent the trade groups in the ship- 
ping industry are here to discuss the effects of this bill upon their operations, 
But, the association—as a public interest body—is concerned with the under- 
lying principles of this proposal and its far-reaching implications. 

Under the broad language of this bill the President asks autocratic power to 
subject the owners and operators of the merchant marine to arbitrary controls 
which would deprive them of the essential functions of management. Actions 
under the bill are placed beyond the jurisdiction of the courts and can be taken 
without notice—and without hearing. Furthermore, the owners of our merchant 
marine are denied compensation or damages for any injustices they may suffer. 
Such a delegation of power—far exceeding that of the Warrants Act in effect dur- 
ing World War IIl—could easily lead to confiscation, and to Government take- 
over. It would then be but a short, quick slide to Federal ownership of all 
transportation. In summary: 

1. There is no shortage of shipping facilities at the present time, and from 
that standpoint the bill is without justification. 

2. Section 101 of the Defense Production Act of 1950 already gives the Gov- 
ernment full power over priorities and allocations. There is no excuse for the 
bill from that standpoint. 
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3. Through the Interstate Commerce Commission and other agencies the 
Government has full statutory control over rates. This bill transfers such 
authority from the regulatory arms of Congress to the President. 

Under constitutional government there can be no reason or excuse for such a 
measure. It is plain unvarnished dictatorship. 
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IF. O. Prior, vice president, executive vice president of Standard Oil Co. 


(Indiana), Chicago, Ill. 

F. A. Poor, vice president, chairman of the board of Poor & Co., Chicago, Ill. 

Dr. Raymond B. Allen, president, University of Washington, Seattle, Wash. 

A. G. Anderson, general traffic manager, Socony-Vacuum Oil Co., Inc., New 
York. N. Y. 

John W. Barriger III, president, Chicago, Indianapolis & Louisville Railway, 
Chicago, Il. 

Charles W. Braden, general traffic manager, National Distillers Products Corp., 
New York, N. Y. 

-aul W. Brown, assistant to president, Sears, Roebuck & Co., Chicago, DL 

Revelle W. Brown, president, Reading Co., Philadelphia, Pa. 

J. L. Burke, president, Service Pipe Line Co., Tulsa, Okla. 

A. D. Carleton, manager, traffic department, Standard Oil Co. of California, 
San Francisco, Calif. 

L. R. Clausen, chairman of board, J. I. Case Co., Racine, Wis. 

Donald D. Conn, executive vice president, Transportation Association of Amer- 
ica, Chicago, Il. 

Victor Emanuel, chairman and president, Avco Manufacturing Corp., New York, 
N. x. 

Edward P. Farley, chairman of board, American-Hawaiian Steamship Co., New 
York, N. Y. 

Morris Forgash, president, Universal Carloading & Distributing Co., Inc., New 
York, N. Y. 

R. F. Gunkelman, president, R. F. Gunkelman & Sons Co., Fargo, N. Dak. 

Fred G. Gurley, president, Atchison, Topeka & Santa Fe Railway system, 
Chicago, Tl. 

E. J. Halberg, president, Pittsburgh & Shawmut Railroad, Kittanning, Pa. 

A. L. Hammell, president, Railway Express Agency, Inc., New York, N. Y. 

W. J. Hammond, 2430 Braeburn Road, Flossmoor, I11. 

Walace Hawkins, vice president and general counsel, Magnolia Petroleum Co., 
Dallas, Tex. 

Charles M. Hines, president, Edward Hines Lumber Co., Chicago, Ill. 

‘George M. Hopfenbeck, vice president and treasurer, The Colorado Milling & 
Elevator Co., Denver, Colo. 

B. B. Howard, director, Standard Oil Co. (New Jersey), New York, N. Y. 

John T. Hutchinson, president, Lake Carriers’ Association, Cleveland, Ohio 

lt. C. Ingersoll, president, Borg-Warner Corp., Chicago, Il. 

Roy N. Jenkins, president Alexander & Alexander, New York, N. Y. 

Victor H. Jenkins, Philadelphia Chamber of Commerce, Philadelphia, Pa. 

George A. Kelly, 1448 North Lake Shore Drive, Chicago, Ill. 

red I Kent, director, Bankers Trust Co., New York, N. Y. 

Leroy Kramer (retired), General American Transportation Corp., Chicago, Tl. 

Hon. Clarence F. Lea, Director of Government Relations, Transportation Asso- 
ciation of America, Washington, D. C. 

Herbert J. Lorber, president, Rollins Burdick Hunter Co., Chicago, Ill. 

Lachlan Macleay, president, Mississippi Valley Association, St. Louis, Mo. 

F. W. Marble, president, Stock Growers National Bank, Cheyenne, Wyo. 

Lloyd H. Mattson, president, Industrial Chemical Laboratories., Inc., Omaha, 
Nebr. 

Herbert A. May, senior vice president, Westinghouse Air Brake Co., Wilmer- 
ding, Pa. 

H. Nelson McDougall, chairman, National Bank of Commerce of Portland, 
Portland, Maine. 

Raymond W. Miller, public relations consultant, Linden, Calif. 

Charles H. J. Mitchell, publisher, The Brookings Register, Brookings, S. Dak. 

A. G. T. Moore, traffic manager, Southern Pine Association, New Orleans, La. 

Chester B. Moore, managing director, Western Growers Association, Los Angeles, 
Calif. 

Chester G. Moore, chairman, Central Motor Freight Association, Ine., Chicago, M1. 

George W. Morgan, president, Association of American Ship Owners, New 
York, N. Y. 

W. F. Morris, Jr., vice president, National Steel Corp., Pittsburgh, Pa. 

Howard C. Mull, vice president, sales, Warren Tool Corp., Chicago, Tl. 

‘Charles R. Musgrave, vice president, Phillips Petroleum Co., Bartlesville, Okla. 

Ernest FE. Norris, president, Southern Railway System, Washington, D. C. 

W. E. Norvell, Jr., Norvell & Minick, Nashville, Tenn. 
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W. A. Patterson, president, United Airlines, Inc., Chicago, Il. 

Cleve H. Pomeroy, president, National Malleable & Steel Castings Co., Cleveland, 
Ohio 

J. A. Quinlan, vice president, St. Regis Paper Co., New York, N. Y. 

Guy E. Reed, executive vice president, Harris Trust & Savings Bank, Chicago, III. 

Ted V. Rodgers, honorary chairman of Board, American Trucking Associations, 
Inc., Seranton, Pa. 

Walter F. Schulten, vice president, Pittsburgh Consolidation Coal Co., Pittsburgh, 
Pa. 

B. M. Seymour, president, Associated Transport, Inc., New York, N. Y. 

Kk. B. Smith, vice president and director of Traffic, General Mills, Inc., Min- 
neapolis, Minn. 

Edgar W. Smith, president, Portland Chamber of Commerce, Portland, Oreg. 

I. A. Theis, president, Simonds-Shields-Theis Grain Co., Kansas City, Mo. 

George K. Whitney, trustee, Massachusetts Investors Trust, Boston, Mass. 

H. E. Wiggin, vice president, traffic, National Biscuit Co., New York, N. Y. 

R. A. Williams, president, Standard Railway Equipment Manufacturing Co.. 
Chicago, Il. 

Ray B. Wiser, president, California Farm Bureau Federation, Berkeley, Calif. 

R. E. Woodruff, chairman, Erie Railroad Co., Cleveland, Ohio. 


Senator Magnuson. I have here a letter from the Lake Carriers 
Association, one from the National Industrial Traffic League and one 
from E. N. Mayer, General Traflic Manager, Plymouth Cordage Co., 
Plymouth, Mass. Also wires from the Pacific American Tankship 
Association, J. J. Coney, president, and Mariners Steamship Co., 
Jersey City, N. J., together with comments by the Comptroller Gen- 
eral, Departments of the Treasury, Justice, and Navy. 

(The documents referred to are as follows:) 


JOHNSON, BRANAND & JAEGER, 
Cleveland 13, Ohio, July 7, 1951. 
Hon. Epwin C, JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Drar SENATOR JOHNSON: Lake Carriers’ Association is opposed to the enact- 
ment of S. 1221 for the reason that it would permit, as part of permanent law, the 
establishment of unreasonably stringent controls of water transportation. The 
President, through promulgation of regulations, could limit the use and privi- 
leges of vessels by the issuance of warrants. According to the terms of a war- 
rant issued for a vessel, her trade would be defined; the rate of freight which 
could be charged for her services would be fixed; and her privileges in the use 
of loading, unloading, repair, fueling, provisioning, and other facilities would be 
determined. More complete control over any business enterprise is hardly 
conceivable. 

Section 101 of the Defense Production Act of 1950 makes full provision for 
such priorities in transportation and such allocation of transportation facilities 
as the President may deem necessary in the national defense. In Executive 
Order delegating certain functions of the President under the Defense Pro- 
duction Act of 1950, dated September 9, 1950, the President delegated to estab- 
lished Federal departments and agencies such powers as are conferred upon the 
President by the act with respect to water transportation. To the Secretary of 
Commerce is delegated authority with respect to overseas, coastwise, and inter- 
coastal shipping. To the Commissioner of the Bureau of Services of the Inter- 
state Commerce Commission is delegated authority with respect to domestic 
transportation and port facilities. 

Pursuant to the authority delegated to him the Commissioner of the Inter- 
state Commerce Commission having charge of the Bureau of Services has or- 
ganized and established Defense Transport Administration. That Office is now 
responsible for Great Lakes transportation. There has been no showing that 
the national defense requires the establishment of priorities or the allocation 
of facilities in domestic water transportation. If and when, however, such pri- 
orities and allocations become necessary in the national defense, the Defense 
Transport Administration has all the authority that will be needed for such 
action. 
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It does not appear that there is need for any greater authority than is con- 
ferred upon the President by section 101 of the Defense Production Act of 
1950. Lake Carriers’ Association, therefore, urges that S. 1221 be rejected. 
Placing this letter in the record of the hearings which, it is understood, will be 
neld commencing July 12, 1951, will be appreciated. 

Respectfully submitted. 

GILBERT R. JOHNSON, 
Counsel, Lake Carriers’ Association. 





THE NATIONAL INDUSTRIAL TRAFFIC LEAGUE, 
OFFICE OF THE EXECUTIVE SECRETARY, 
Washington, D. C., July 24, 1951. 
Hon. Epwin CC. JOHNSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 


DEAR CHAIRMAN JOHNSON, Attached is a brief statement outlining the League's 
objections to certain provisions in S. 1221, a bill to provide for priorities in trans- 
portation by merchant vessels in the interests of national defense, and for other 
purposes, which measure is now under consideration by your committee. 

Very truly yours, 
E. F. Lacey, Pzecutive Secretary. 


STATEMENT OF Epwarp F, LACEY, EXECUTIVE SECRETARY, THE NATIONAL INDUSTRIAL 
TRAFFIC LEAGUE 


The National Industrial Traffic League, with headquarters at 909 Kass Build- 
ing Washington 5, D. C., is a national organization consisting of individuals, 
firms, and corporations, representing all lines of industry throughout the country, 
and commercial and trade associations, embracing within its membership from 
350,000 to 400,000 users of all types of transportation. 

S. 1221 would give the President the power to control arbitrarily the actions 
of owners and ‘operators of the merchant marine, and deprive them of essential 
functions of management. Such arbitrary action could be taken without notice, 
without hearing, and without recourse to the courts. There would be no means 
of obtaining compensation for damages suffered. 

There is no shortage of shipping facilities at the present time, and there is 
no occasion for delegating more power to the President than now contained in the 
Defense Production Act of 1950. 

The bill also would transfer regulatory authority from the Interstate Com- 
merce Commission and other independent agencies to the President. 
presently no excuse for such arbitrary control by the Chief Executive. 

We respectfully urge that the bill be not approved. 


There is 


PLYMOUTH CORDAGE Co., 


Plymouth, Mass., August 17, 1951. 
Hon. Henry CAnot Lopce, Jr., 


Senate Office Building, Washington, D. C. 

Deak SENATOR: We are very much disturbed and respectfully request defeat 
of the present Senate bill S. 1221 to provide for priorities in transportation in 
the interests of national defense to be known as the Ship Warrants Act of 1951. 

The entire shipping interests, importers, and manufacturers (including our- 
selves—the Plymouth Cordage Co.) are fearful of this legislation, wherein it 
will be necessary for the vessel lines to secure warrants for any cargo, compelling 
them to discharge cargos only at the ports on which the warrants are issued. 

This will disrupt the economy and production costs of manufacturers in the 
United States to the extent of having import raw materials discharged at ports 
abnormal to the ultimate destination of the raw materials by increasing the 
inland freight charges from such ports designated by warrants issued by the 
President. 

If the national emergency should exist, the President already has in his power 
full priority and allocation under the Defense Production Act of 1950. 

Opposition to this bill is being made nationally by the shipping interests and 
industry and I want you to know it is very dangerous to the interests of the 
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Plymouth Cordage Co., Plymouth, Mass. This bill will create socialized trans- 
portation in the entire marine traffic, and we urgently solicit your support in 
protecting our interests as an industry in New England. 
Hoping to hear that we have your support in opposing this bill, I remain. 
Very truly yours, 
E. N. MAYER. 


San Francisco, Cauir., June 26, 1951. 
Hon. Epwin C. Jou NSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
The Senate, Washington, D. C.: 
For your information following telegram today sent to the Honorable Warren 
G. Magnuson as chairman subcommittee to which S. 1221 referred: “Pacific 
American Tankship Association is composed of companies on Pacific Coast of 
United States owning and operating tankers engaged in transportation of crude 
petroleum and its products. We are vitally interested in S. 1221, the proposed 
Ship Warrant Act of 1951, which has been referred to your subcommittee with 
hearings scheduled for June 28-29, and consider it our duty to acquaint you with 
our views on the bill. S. 1221 would grant the executive branch of the Govern- 
ment authority to prohibit privately owned and operated merchant vessels from 
having access to facilities for loading, discharging, bunkering, and repairing, 
and to other essential shoreside facilities, unless the owners and operators of such 
vessels agree to divest themselves of control over employment of their vessels 
and terms and conditions of such employment, such authority would be granted 
for an unspecified period of time and its exercise would not be contingent upon 
the needs of national defense or security or the existence of a national emergency. 
In short, unless an owner agrees to use his vessel and accept compensation there- 
for as the President or administrative agency may direct he cannot use it at all. 
As we see it, S. 1221 would in effect provide the Government with an alternative 
to section 902 of Merchant Marine Act of 1936, as amended, as a means of requi- 
sitioning use of privately owned vessels but without the restrictions Congress 
wisely imposed with respect to section 902. The authority granted by that section 
can be exercised only when interests of national defense make it advisable or 
during existence of a national emergency and only if owner receives the just 
compensation which is guaranteed to him by fifth amendment to our Consti- 
tution. We submit that present conditions do not warrant enactment of any 
such arbitrary and discriminatory legislation. Transportation requirements of 
the military beyond its own capacity are being adequately met by privately owned 
tankers at rates established by the Government. This is being accomplished 
through participation by tanker owners in voluntary defense tanker plan under 
Public Law 774, Eighty-first Congress. There is no present or indicated shortage 
of tankers to take care of needs of our domestic economy. With regard to 
tanker maintenance and operation adequate regulatory controls of general appli- 
‘ation have been adopted by various Governmental agencies and these are being 
complied with by the tanker industry. We respectfully urge that your subcom- 
mittee disapprove 8. 1221.” 
Pacirric AMERICAN TANKSHIP ASSOCIATION, 
J. J. Coney, President. 





JERSEY City, N. J., July 11, 1951. 
Senator WARREN MAGNUSON, 
Chairman, Subcommittee on Merchant Marine, 
Senate Office Building, Washington, D. C.: 

We oppose ship warrants bill 8. 1221 on the grounds the unlimited powers and 
delegation of authority permitted thereunder will tend in application to further 
handicap American-flag vessels. Considering authority already granted by 
statute further regulation of American shipping is unwarranted. 


MARLNERS STEAMSHIP Co. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 10, 1951. 
Hon. Epwin C. JoHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, 


My Dear Mr. CHAIRMAN: Reference is made to your letter dated March 29, 
1951, acknowledged by telephone on April 3, forwarding for such comments as 
this Office may care to make in connection therewith, a copy of S. 1221, Highty- 
second Congress, entitled “A bill to provide for priorities in transportation by 
merchant vessels in the interests of national defense, and for other purposes.” 

The proposed legislation would empower the President of the United States 
to provide for the issuance of warrants which would have the effect of estab- 
lishing and enforcing priorities for the use of facilities for loading, discharging, 
or storage of cargo, for the furnishing of oil, coal, or other fuel supplies, stores, 
or food, and for the overhauling, drydocking, reconditioning or repairing of 
vessels. It provides that the President may require, as a condition to the is- 
suance of the warrants provided for, undertakings with respect to the trades or 
routes in which the vessels are to be employed, the voyages which they shall 
undertake, the passengers or cargo to be carried, the fair and reasonable max- 
imum rate of charter hire, or equivalent, to be charged, the fair and reasonable 
maximum transportation charges for cargo and passengers, and such incidental 
and supplementary matters as may be necessary or expedient to effectuate the 
purposes of the proposed legislation. 

This bill is similar in purpose to, and contains many of the provisions which 
were contained in, Public Law 173, Seventy-seventh Congress, approved July 14. 
1941. While this Office has no first-hand information with respect to the need 
for or advisability of the proposed legislation, and consequently makes no 
recommendation as to its enactment, it may be said that it appears reasonably 
calculated to carry out the purpose for which it obviously is intended, that 
is, the prevention of undue strain and dislocation upon wages, prices, produc- 
tion and distribution of materials, the maintenance of essential supplies and 
services and the prevention of inflation of shipping charges. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


DEPARTMENT OF THE TREASURY, 
Washington, June 28, 1951. 
Hon. Epwin C. JoHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington. D. C. 

My Dear Mr. CHAIRMAN: Further reference is made to your request for the 
views of the Treasury Department on §S. 1221, to provide for priorities in trans- 
portation by merchant vessels in the interests of national defense, and other 
purposes. 

The purpose of S. 1221 is to authorize the President, in order to meet effectively 
the requirements of defense programs, to prescribe regulations for the issuance 
and revocation of warrants governing the use of shore facilities such as loading, 
docking, and fueling equipment and docks, with respect to any vessel using or 
seeking to use such facilities. It is anticipated that vessels not holding a warrant 
issued under the provisions of this bill, if enacted, may be denied use of facilities 
referred to therein. 

The Treasury Department is of the opinion that enactment of this proposed 
legislation would give the Government greater control over the shipment of 
equipment, material, and supplies to critical areas, thus substantially facilitat- 
ing the defense effort. For this reason enactment of S. 1221 is supported. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee, and that enactment of S. 1221 would 
be in accord with the program of the President. 

Very truly yours, 


E. H. Forey, 
Acting Secretary of the Treasury. 
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DEPARTMENT OF JUSTICE, 
Washington, June 22, 1951. 
Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1221) to provide for priorities in 
transportation by merchant vessels in the interests of national defense, and for 
other purposes. 

The bill, which if enacted, is to be known as the Ship Warrants Act of 1951, 
follows the Ship Warrants Act in effect during the Second World War, which 
was in turn based upon a ship warrants system worked out during the First 
World War. The system has proved to be effective. It is to be noted that section 
11 excludes the ship warrants administrative functions from the requirements of 
the Administrative Procedure Act, except section 3 thereof, but in view of the 
emergency character of the legislation this appears justifiable. 

Accordingly, the Department of Justice perceives no objection to the enact- 
ment of the bill. 

The Director of the Bureau of the Budget has advised that there is no objec- 
tion to the submission of this report. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., July 12, 1951. 
Senator Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, 25, D. C. 


My Dear Mr. CHAIRMAN: Your request for comments on S. 1221, a bill to pro- 
vide for priorities in transportation by merchant vessels in the interests of na- 
tional defense, and other purposes has been assigned to this Department by the 
Secretary of Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

The purpose of the subject bill is to authorize the issuance of ship warrants 
to merchant vessels in order to meet promptly and effectively the requirements 
of the military and other programs. A system of warrants for merchant vessels 
would be established which would be designed to prescribe priorities in con- 
gested ports to vessels of greater importance to the national security of the 
United States, to prevent the dissipation of scarce materials and supplies in 
servicing any vessels which might be engaged in trades less essential to the in- 
terests of the United States, and to prevent unreasonable increases in charter 
hire and freight rates for ocean transportation. 

The Department of the Navy, on behalf of the Department of Defense, rec- 
ommends enactment of this proposed legislation as it would be decidedly in the 
best interests of the Military Sea Transportation Service inasmuch as it would 
prevent undue increases in rates of charter hire. 

The report on S. 1221 has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Navy Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report on S. 1221 to the Congress. 

For the Secretary of the Navy. 

Sincerely yours 
G. L. Russert, 
Rear Admiral, U. S. N., Judge Advocate General of the Navy. 


Senator Magnuson. If there is nothing further, we will close the 
hearing. The Chair wants to thank all of these witnesses for com- 
ing and being so patient, and to again express my apologies for what 
happened yesterday. 

(Whereupon, at 12:15 p. m. the meeting was adjourned.) 


x 








